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Purpose of Manual

The purpose of this program is to communicate to all Deutsche Gulf Finance (DGF) staff the
information considered relevant to assist in establishing and managing ljarah Mawsofah Fi
Athemmah Off plan and Murabha Off Plan transaction for customers. Also, the purpose of this
manual is to provide all users with comprehensive guide for understanding and utilizing the
managing ljarah Mawsofah Fi Athemmah Off plan and Murabha Off Plan. The program includes
standard guidelines required for process flow, documentations and special cases treatments. It is to
be read in conjunction with Credit manual and circulars which will be given out from time to time.

2.

Business Strategy

2.1. Real Estate Finance Market:

The real estate market faced during the last two years a lot of change and adjustment, and now
looks set for growth — but there are significant challenges in residential real estate in the
Kingdom. However, the market have a unique opportunities by boosting the market to get from
a mixture of government stimulus, economic growth and demographic pressure. A common
trend witnessed in sales prices across key cities is that apartment prices have been less affected
than villa prices as a result of a shift in demand from villas to apartments due to affordability
constraints.

There are a positives factors will sustain and bush the market for more expectation like:

1) Launch of various housing schemes.
2) Availability of easy financing options.
3) Full support from SAMA to boost the industry and stringent rules and regulations.

2.2. Product Strategy:

Product strategy was defined product development fits into the business strategy and company
vision plus the target market and our method for achieving business goals. For the ljarah
Mawsofah Fi Athemmah Off plan and Murabha Off Plan Product, in the early stages of building
the product, our strategy was focused on discovering the needs of the customers and finding
product-market fit. Once we found product-market fit, product strategy focused on growing
within your market and exploring adjacent markets. Eventually, product strategy set on scaling
operations and reaching markets in a profitable manner. The Company will implement the
following strategies to achieve its goals:

(1) Create a compelling value proposition to our customers.

(2) Build strong product recognition and leverage the brand equities.

(3) Develop key industry relationships with real estate market, and partners.

(4) Provide a compelling presentation of content and products to encourage repeat visits.
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(5) Leverage our technology investments to create a measurable marketing and e-commerce
platform that enables measurability, personalization and integration with our sponsors.

(6) Provide a high level of personalized service.

(7) Build an excellent communication with government partners and with other real estate
developers.

2.3. Business Objectives:

Attract, integrate, retain, and motivate the highest quality management.

Develop the highest quality programming and content to attract and retain real estate finance
customers in Saudi Arabia.

Secure revenues to company shareholders.

Successfully execute our business strategies. However, overly aggressive sales campaigns and
creating a brand overnight is not a key business strategy that would lend itself to the success of
our brand.

This includes having a highest quality products available for sale, extensive features of interest.
Build strong brand recognition to will be heavily promoted throughout the Saudi market to
increase DGF brand equity/visibility through real estate finance solutions services and a variety
of marketing techniques including guerilla marketing, online advertising and promotions,
listings to benefited demands, on-going public relations, and developing business alliances and
partnerships that will help drive traffics.

Develop key industry strategic partnerships as the company plans to enter into ‘many strategic
relationships in order to quickly build credibility as well as traffic to its products and services
and this could include partnerships with major real estate key players in the market, Initially,
these deals are expected to be revenue sharing deals in which DGF will share revenues
generated from traffic contributed by its strategic partners.

Invest in best of breed technology and leverage our investment in best of breed technology to
create a measurable marketing and platform that enables measurability, personalization and
integration with our clients.

. Market Analysis

In Saudi Arabia, Real estate business is classified as one of the most preferred investment
options for Saudis. That is due to the fact that real estate is the most stable and steady growth
product in Saudi Arabia if compared to other investment options. However, the growth was
mainly driven by end user customers along with government support through Real estate
development Fund (REDF).
During the last 15 years, real estate market experienced the following:
1. Adrop in the early 80s followed by stable prices during the 90s
2. Steady growth from 2001 onward due to banks/Financial co. offering Shariah Compliant
home finance product

3. Sharp growth from 2012 to 2014 due to the introduction the following

a. Mortgage law in 2012

b. Mortgage regulations in 2013
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c. Government initiative in establishing the Ministry of homes in 2013
d. Government initiative in injecting SAR 250 Billion under Ministry of homes to
support home ownership
4. Steady and stable prices after the implementation of the mortgage law and mortgage
regulations

5. Regulations Affecting The Market

During the last 5 years, government launched lots of new laws and regulations to adapt its legal
system with the sharp demand in real estate business. Although these laws and regulations
were made to protect customers from fraud attempt, some of the laws and regulations had
negative impact on the real estate growth.

Those regulations are as follows:

* Raw land taxes

Recently, the government issued a law that force the land lord to pay an annual tax against the
raw land equivalent to 2.5%. The impact of this law is not witnessed yet. However, the
expectations forecast an increase in property prices and rents as well due to the fact that
citizens does not have enough liquidity to construct over their land without a finance support
from the government or banks due to the following reasons:

0 Extremely huge funding is required to accommodate the construction demand

o Inability of banks to cover citizen finance requirements due to LTV limitation stated by
mortgage law as well as finance cap limitation at banks level.

* Off Plan sales law and regulation

Main points are highlighted below

- No finance can be provided to developer through the project title deed collateralization
- Independent accountant

- Independent engineering consultant

- Sales cash flow control through Escrow account management

- Obtain project license for Off plan sales

. Product Concept

4.1. Definition

Off plan Finance is a Home Finance Program designed to cater for customer requesting to
purchase properties that are currently in blue prints and will be delivered ready for
occupation in the upcoming future (usually 6 to 36 months from project starts date). Besides
that, Government had imposed some laws and regulation to ensure proper protection to all
parties (Seller (Real estate developer) and Buyer (direct Individuals, individuals through
finance from banks and companies).

Off Plan Home Finance can be offer through a fixed rate product (Murabha/Istisna’a) or as a
floating rate product (ljarah Mawsofa Fi Athemmah).

o]
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However, in order for DGF to be able to develop Shariah compliant products that suite this
type of products, the following products are intended for development:

1. Murabha/Istisna’a

Murabha is a fixed rate product that allow DGF to sign a commodity agreement with the
customer for a product (Real estate Property) that will be developed by the developer as per
the agreed specifications and prices mentioned in the sales contract. In parallel, the
customer will sign a parallel Istisna’a agreement that reflects the same specification
mentioned in the Murabha agreement between the DGF and the customer.

In Summary, DGF will be acting like the middleware that insures the payment to the
developer who is going to develop the final product (real estate property)

2. liarah Mawsofah Fi Athemmah

ljarah Mawsofah Fi Athemmah is floating rate product that allows the DGF to sign a leasing
agreement with promise to sell with the customer which also includes the specifications the
customer is requesting for the property. In parallel, the DGF will be signing an Istisna’a
contract with the developer reflecting all of the specifications mentioned in the ljarah
Mawsofah Fi Athemmah contract.

Again, DGF will act as the middleware between the customer the developer.

4.2. Business Rules

® The finance is allowed only for properties that are approved for sales as per the Off Plan
Sales laws and regulations and approved

¢ Real estate developers and projects shall be approved by Credit Committee to deal with
using this product through a real estate developer composed of members from business,
credit to mitigate entering into a deal with high risk developers.

¢ Four types of payment schedules will be available for this product as follows:
1. Fixed Rate Product:
i. Equal payment:

2. Floating Rate Product
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3. The product (off-plan), will be limited to originating on behalf of Banks, based on
their critiera.
4. Off loading the loans must be done within 3-6 months from origination.

4.3, Target Market

As a specialized Real estate financing company, DGF is virtually covering all customers segments in
the Saudi market. However, credit criteria and finance offering are different from segment to
segment due to the potential risk raised by each segment.

This product covers the segments provided in the below table: Table 1

Clientg?ngm ~ Sector 7Length of Service
Employed/ Salaried Government- | 3 months
Civilian | Smcnths
3 months
Government- 6 months
Military
Semi-Government
| Private '
Retired/ Pensioner I\ GOSI/PPA ' 1 month
Self-Employed ~ business owner 36 months
* As per investor policy
However, the segment been classified as per the risk as follows: Table 2
Segment Risk Category
Government - Civilian Low Risk
Private Medium Risk
Semi Government Medium Risk

Retired/ Pensioner Medium Risk
Government - Military
Self Employed

Note: Above classification is subject to change based on the risk assessment.

4.4. Marketing and Sales

A. Key Sources of customer acquisition:

e Mass media.

e Online referrals.
e Developers

e Walkin customers

e Call center referrals

Page 7
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e Employers referrals

e Real Estate Offices

B. Description of the primary marketing channels and method:

DGF Primary marketing channels are:

Publication ( Newspaper , Magazine , journals )
Billboards , signage’s

Telephones ( cold calls )

Websites / Blogs

Social media — Facebook, Twitter, YouTube
Email Marketing

Mobile Marketing

Seminars and events

SMS

Google Ad Words

Methods used in marketing

Traditional advertising
Digital advertising

Direct marketing

Word of mouth

Exhibitions and road shows

Public relations and press release

Page 8
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4.5. Risk & Mitigation Factors

The risks and mitigating factors envisaged for this product are as follows:

Risk

Maintenance of property in |
case of ljarah Mawsofah Fi
Athemmah.

(As owner of the property,
DGF is obliged to maintain
the property except for the
general wear and tear).

Potential loss of economic
usage of the property

No
during
period.

insurance
construction

property
the

4. Death/disability

5. Higher Debt
Ratio (DBR)

Burden

Mitigation

Legal documentation limits DGF responsibility of
maintenance the followings with:

1.) Fall of Building

2.) Cracks in Walls

3.) Eruption in water connection
For ljarah, Insurance on property after completion. This
responsibility will apply only If the property unit was built by
certified developer by DGF. And other type of property
maintenance will borne by customer.
DGF shall take up and maintain a sharia — compliant
insurance policy for “property all Risks”. The insurance
policy is to be taken from insurance companies approved by
DGF. And licensed from SAMA.
Insurance policy premium is to be charged as part of the
installment (built in the pricing).
Legal documentation limits DGF responsibility of
maintenance only after the completion of the property and
the customer shall insure the property during the
construction period.

DGF will take up and maintain a sharia — compliant Takaful
protection policy for the customer to cover the death or
total incapacitation of the customer The Takaful protection
is to be taken from insurance companies approved by DGF,
and licensed from SAMA.

Takaful protection premium is to be charged AS PART of
the installment (built in the pricing).

Note : The coverage is subject to the insurance company
approvai

Credit processes are imposed to ensure that customer is
not overly geared prior to obtaining credit facility from
DGF. DBR is to be calculated by aggregating all the credit
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facilities from all Financial Institutions.
¢ Due care by checking salary letter against bank statements
are to be exercised by relevant DGF officer to ensure only
eligible customers are granted with credit facility.
e DBR should be system controlled.

6. Loss of employment ¢ In mitigating loss of employment, more emphasis is to be
put in soliciting businesses from employees of “stable”
employers such as the Government, Semi-Government and
selective employers of private sector.

7. Eviction of property by the e  This risk is partly covered by:
customer. v' DGF could liquidate the collateral and recover as last
resort after property completion and title deeds
transferred.

v" FTV is a mitigation factor will be used by DGF to insure
no loss will be borne on DGF. FTV will be different for
each customer segment according to their risk
assessment.

8. Over evaluation of Property e MoH are pricing the properties with high stander evaluators
Value to assure fair price that are offered to DGF to finance.
» MoH can offer replacement property in case of overprice.
9. Risk of non-compliance The product is following SAMA regulation. Therefore, rules and
to regulators: regulations are wusually circulated via compliance
e Areyou, as a business, department to the shareholder and product to follow.
aware of related rules and

regulations? If so, please
provide the related

circulars.
10. Risk of External Fraud, Application has to start from the branch with ID verification to
forgery and deception: meet the salesmen in person in order to submit.
e Please specify the current Furthermore, all documents are to be signed and verified
controls imposed at each before process the loan to internal DGF.

stage of the application
(starting from salesmen
ending in archiving), to
ensure that forgery, false
information, and any act to
deceived DGF is detected
before the fact?
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11.Risk of Internal Fraud, Asper HR rule and policy that are assigned by each salesman, to
forgery and deception: declare conflict-of-interest. And retraining the employees,

As sales are incentivize prioritize the areas of conflict, enforce makers and checkers.
when brining customers and
itis in their interest to bring
as many customers as
possible, there is a chance
of conflict-of-interest
occurrence, where they
manipulate applications in
order to get them approved.
What controls in place to
prevent conflict of interest
or internal fraud from

occurrence?
12. Risk of non-compliance All products are (Islamic) and required to be reviewed and
to Shariah Laws: approved by Sharia Law

Have these products been
approved by Sharia

Committee?
13. Risk of system failure e Assign a scope of work and timeframe by IT department to
As these products relies on resolve any occurred issue.

Kastle, explain the progress ® ITs Department is the owner and the responsible.

made to resolve current [Please elaborate...] there are more than person has to be
system issues. attending the UATSs for feedback and testing before

Who is the system owner? deploying.

Are current resolution

progress been monitored by

designated persons?

14. Risk of business e It’s very common, and part of sales process some clients
disruption due to does not complete their applications due to multiple
inadequate processes: reasons. However, a lot of solutions can be applied to

As these products are regain these clients during the sales process.

already in the market, the

weaknesses noticed is

within sales, as the

frequency of returning

incomplete application back

to sales is huge (80% of

applications are returned),

what actions been taken to

improve sales performance?

15. Risk of failure to comply e The P&P are circulated to sales head and director.
with the approved e Yes
standard processes due ® Yes,and reviewed by them

Page 11
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to poor enforcement of
policy and procedure.
The only entity noticed to
operate without P&P is
branches. Was the P&P
circulated to them?
Are the current P&P reflect
actual practices?
Was it developed in
coordination with branch

head?

16. Risk of unclear roles and e It has cleared in P&P in general to follow by the stakholders
responsibilities between and the responsibility are subject to be detailed by the
entities stakeholders.

Have roles and
responsibilities been
addressed between related
entities?

(Business, Sales, Operations,

Customer Care, Credit

Risk)?

17. Risk of AML e There is no multiple transactions are process in these type
These products can be of products, however, it’s onetime transaction where it’s
exploited to pass AML going to happening when approved to be funded
transactions; therefore,do @ The monitoring of customer transactions, including KYCs,
the related entities verify historical customer information and interactions to provide
the sources of money to a complete picture of customer activity would help to avoid
early settle loans? AML.

What control in place to ® DGF is primarily affected by Anti-Money Laundering Policy
ensure proper involvement guidelines and Sanctions regulations. The potential

of the required entities to customer is to submit details of their information as per
verify and screen against DGF’s Customer Information required. The customers are
AML? required to submit copy of their ID, CR, income proof / bank

account statement / Financial statements, employer’s letter
(if any), etc. The nature of our product feature entails that
DGF Relationship manager has to visit the customer.
Customer MUST visit DGF branch or meet with our
Relationship manager in order to complete the
documentation. However, customer signature will verified
by Relationship manager or his Assistance. Besides that,
Compliance department shall regularly review the DGF
process to assure that DGF is in line with the Anti-Money
Laundering Compliance policy.

18.Risk of default during e DGF continue to pay to the developer as planned and MoH

the construction and is responsible of replacing the client in case of default

Page 12
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after occurred during construction with the same condition of
the client were financed.

4.6. Updating of Product program

This Program is to be reviewed and approved every 12 months from date of approval or as per
required. And any changes approved by SRC (Saudi Real Estate Refinance Company) could be added
to this Program. Also, all our product programs to the best of our knowledge are comply with the
new Saudi Arabian Monetary Agency (SAMA) regulations on real estate financing, leasing and
supervision and / or any future amendment and update.

5. Regulation for Real estate financing
5.1. Real estate financing Business Environment

SAMA has been issued regulations on real estate financing, finance lease, and supervision of
financial companies as the Kingdom attempts to ease a housing shortage by opening up its Real
estate financing market. The rules will lead to the creation of licensed private real estate financing
providers as well as regulator must approve any new financial products before they are put on the
market. On DGF all our product programs to the best of our knowledge comply with the new Saudi
Arabian Monetary Agency (SAMA) regulations on real estate financing, financing leasing and
supervision and / or any future amendment and update.

5.2. Shariah Law

Every product introduced by DGF is complies with the iIslamic shariah law. Also, it’s carefully
evaluated and monitored by our Shariah Committee. DGF distinguished itself for the rigor with
which it ensures Islamic correctness in all its products. Sharia Committee issues Fatwas for each
financing product that comes under Islamic finance. Fatwas establish guidelines that must be
followed to ensure compliance with Shariah principles. Annual reviews are done to confirm that
guidelines are being implemented properly. For instance, Murabha and ljarah Mawsofah Fi
Athemmah is an Islamic home financing product approved by DGF Shariah Committee.

6. Sharia Committee

All of our Real Estate Financing activities are reviewed and approved by Sharia Committee prior to
lunching of any product.

13
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7. Core Expenses Calculation

In line with investors policy, the customer has to declare all his/her current and future
expenses. Declaration form will be submitted at the stage of application.

DGF has defined a Core Expenses Model, to be used as the minimum amount for each applicant,
and if the applicant declare a higher amount, the higher amount will be considered.

8. Properties Eligibility Criteria

Home finance is classified as secured lending where the purchased property by DGF is kept under
its custody as of ljarah or pledge as of Murabha until finance maturity and to sell mortgage
portfolio to investors (ANB, other banks). Consequently, that property must maintain its prices
verses the lending given to customers (Facility to Value, FTV). The criteria take in consideration the

measures shown in below table 3

No Measure Remark
1 Off-Plan | Off-plan projects must be approvea b\; “WAFY to finance end-users
Project
2 Property MoH are pricing the properties with high stander evaluators to assure fair price
REEE that are offered to DGF to finance.

3 Property Types are as the following:
type A. Villa
B. Apartments

4 Property The following property occupancy status is permitted:

Occupation Primary Residence — The property is used as the primary place of residence by the
Applicant. The Applicant cannot use this residence for the sole purpose to collect
rent.

® Second/Vacation Home — The property is not used to collect rent but the Applicant
intends to dwell in the property for only some portion of the year.

e Investment/Rental Properties - An investment property (“Investment Property” or
“Rental Property”) is a property that the Applicant owns, but does not occupy.

5 Property Properties in different cities are classified differently based on the location. DGF
location classified the cities to 3 categories where each category define the risk acceptance
criteria.
Classification City (Eng.) City (Eng.)
1 | Riyadh 5 | Dahran
(A) 2 | Jeddah 6 | Makkah
“” 3 | Dammam 7 | Madinah
4 | Khobar

14
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Classification City (Eng.) City (Eng.)
8 | Tabuk 12 | Al Dariyah
(B) 9 | Khamis Musheet | 13 | Buridah
“g” 10 | Taif 14 | Al Hassa/Hafouf
11 | Jizan 15 | Oniza
Classification City (Eng.) City (Eng.)
Non Major Cities 16 | Sayihat 27 | Rabigh
(a) 17 | Al oyoon 28 | Almojmaa
“20” 18 | Abha 29 | Al Qatif
19 | Skaka 30 | Yanbu
20 | Alkharj 31 | Hafir Albatin
21 | Hail 32 | Ohud Rufaida
22 | Al Badaie 33 | Al Khafji
23 | AlRas 34 | Dhibaa
24 | Arar 35 | Sebiya
25 | Al Jubail 36 | Ranya
Classification City (Eng.) City (Eng.)
Non Major Cities 37 | Al Bekairya 53 | Tabarjal
(b) 38 | Sharoora 54 | Ras Tanora
“31” 39 | Dawadmi 55 | Zelfi
40 | Hawya 56 | Bahara
41 | Abu Areesh 57 | Al Khorma
42 | Qerayat 58 | Al Aflaj
43 | Leeth 59 | Al Ola
44 | Baha 60 | Baljurashi
45 | Wadi Al Dawaser | 61 | Mahd Al Dhahab
46 | Qowaiya 62 | Al Henakiya
47 | Bisha 63 | Nuairehya
48 | Mohail Aseer 64 | Taymaa
49 | Safwa 65 | Balasmar
50 | Rafhaa 66 | Al Mandag
51 | Turaif 67 | Sarat Obaidah
52 | Qolwa
Classification City (Eng.) City (Eng.)
Non Major Cities 68 | Beqgiq 78 | Saleel
(C) 69 | Beesh 79 | Qonfoda
“20” 70 | Al Wajh 80 | Al Mokhwah
71 | Al Muzahmia 81 | Hagqil
72 | Al Namas 82 | Ramah
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7 Aljub-ail Al 83 HouFa Bin
Senaiya Tamim
74 | Rejal Almaa 84 | Riyad Alkhobara
75 | Shagraa 85 | Al Asyah
76 | Al Jandal 86 | Al Oyayna
77 | Almothanab 87 | Afeef

Note: any exception should be approved by the Credit Committee

6 Utilities Electricity utilities should be connected before handing over the property after
connection  construction completion, or provides proof of payment to Electricity Company.
s

8 Off Plan  Any project can be accepted after SRC and investor approval wither it is approved by
Project REDF, so to be sold for investors after originated loans portfolio.

9. Lending Criteria Matrix

DGF lending criteria was based on the following qualifications:
9.1. Customer’s segment type
9.2. Customer’s employer
9.3. Customer’s income
9.4. Customer’s credit history
9.5. Customer’s Product type
9.6. Customer’s property type

On these bases, the following will be decided:
1. Down payment

Price

Finance value

Tenure

DBR

v e wN

Details of the criteria are shown in below Table 4:

a. Lending Criteria Matrix for Salary &non Salary Assignment

Segment Income YIS Mini | Max Mini Max LTv
Age Age Amount  Amount = Property
(First
Home)
Government 7K 3M 18 70 350K 5 MM 90%
Retired 7K 1M NA 70 350K 5 MM 90%
7K 6M 18 70 350K 5 MM 90%
Private
Self 25K 3Yr 21 60 350K 5 MM 90%
Employed

Tenor

Property Age
include the

| finance tenor

‘ Euilding Apart.

30
30
30

30
30
30

30 30

Note: LTV is subject to change with SRC approval if SAMA regulation changed in the future.

45
45
45

45
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10.Know Your Customer/ Anti Money Laundering Compliance

DGF is primarily affected by Anti-Money Laundering Policy guidelines and Sanctions regulations.
The potential customer is to submit details of their personal information as per DGF’s Customer
Information required. The customers are required to submit copy of their ID, income proof / bank
account statement, employer’s letter (if any), etc. The nature of our product feature entails that
customer has to be visited and contacted at various stages of product offering. Customer MUST
visit DGF branch or meet with our finance advisor in order to complete the documentation.
However, customer signature will verified by Branch manager or his Assistance. Besides that,
Compliance department shall regularly review the DGF process to assure that DGF is in line with the
Anti-Money Laundering Compliance policy.

11. Documents Required for Verification purpose

The documents required from customers are subject to customer’s segment which are as the
following:

A. Customer point of view:

1- Employed/ Salaried

e Employer letter

® Llatest Bank statement verified and signed by the Branch Manager or Sales supervisor and one
of the sales agent team.

e Copy of Applicant’s Identification Document (ID). ID however, shall be sighted, verified and
self-attested by the branch manager or sales supervisor and one of the sales agent team
through a rubber stamp with DGF logo with the following statement “Original sighted and
verified”.

e Application form signed by the applicant. Application shall be verified and signed by the
Branch Manager or Sales supervisor and one of the sales agent team.

® Insurance form signed by customer. The form shall be initialed by Branch Manager or sales
supervisor.

¢ Direct Debit form signed by customer and stamped by the bank.

2- Retired/ Pensioner:

¢ Original Pension Certificate (GOSI or PPA).

e Last bank Statement , most recent salary has to be reflected in the bank statement

e Copy of Applicant’s Identification Document (ID). ID however, shall be sighted, verified and
self-attested by the branch manager or sales supervisor and one of the sales agent team
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through a rubber stamp with DGF logo with the following statement “Original sighted and
verified”.

¢ Application form signed by the applicant. Application shall be verified and signed by the
branch manager or sales supervisor and one of the sales agent team.

* Copy of Applicant’s identification Document (ID). ID however, shall be sighted, verified and
self-attested by the branch manager or sales supervisor and one of the sales agent team
through a rubber stamp with DGF logo with the following statement “Original sighted and
verified”.

¢ Insurance form signed by customer. The form shall be initialed by branch manager or sales
supervisor.

e Direct Debit form signed by customer and stamped by the Bank.

3-Self-employed:

¢ Registration certificate for the establishment / company

e 3 years bank statement.

e 3 years Audited financial statement.

e Application form signed by the applicant. Application shall be verified and signed by the
branch manager or sales supervisor and one of the sales agent team.

e Copy of Applicant’s Identification Document (ID). ID however, shall be sighted, verified and
self-attested by the branch manager or sales supervisor and one of the sales agent team
through a rubber stamp with DGF logo with the following statement “Original sighted and
verified”.

® Insurance form signed by customer. The form shall be initialed by branch manager or sales
supervisor,

e Direct Debit form signed by customer and stamped by the Bank.

12. Security Documents

On that basis the following list of documents are classified as security documents:

Finance Contract

Promissory note for each year of the finance tenure

New property title deed after handing over the property
Salary assignment, upon investors request ( if applicable)
Undertake and guarantee

Any other documents as advised by DGF’s solicitors

o o o0 oD W

13. Customers Services Request
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During the finance tenure customers may ask for some services due to DGF’s ownership of the
property such as the following:

13.1  Sublease authorization (applied for ljarah)

13.2  Property alteration or Construction (applied for ljarah)

13.3  Early settlement

13.4 Partial settlement

13.5 Balance confirmation letter

13.6  Authorization to deal with government department (applied for ljarah)
13.7 Clearances letter from DGF

13.8 Customer complaints

o Sublease Authorization

This type of requests stands for customers who interested to lease the property to third party. As
per the contract, customer is the user tenant of the financed property and is not authorized to
sublease unless approved by DGF. Requirements are as the following:

e Customer to submit written request clearly to the branch to allow him to rent the
subject property (To be provided by Branch).

e Submission of the letter to credit review department to obtain the approval in order to
issue No objection letter for the applicant.

® Customer services to deliver this letter to customer (to be printed by CAMC and signed
by an authorized staff).

e Property Alteration or Construction.

This type of requests stands for customers who want to do some alteration in the property or
permission to build on the land or property. As per the contract, customer is not authorized to do
any type of alteration unless approved by DGF. The letter is provided in the products manuals.
Requirements are as the following:

Customer to submit written request clearly to the Branch stating the alterations proposed in
the property (To be provided by Branch).

Submission of the letter to credit review department to obtain the approval in order to issue
No objection letter for the applicant.

Customer services to deliver this letter to customer (to be printed by CAMC and signed by an
authorized staff).

Government Approval is required

Engineering report if required by credit review.

¢ Early Settlement Policy
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It is part of Real estate financing business to receive requests to early settle the finance. Early
settlement criteria are as the following:

e Early settlement shall only occur after the 2nd year.

* If the customer request to early settle the finance during first 2 years, then full outstanding
profit for the first 2 years to be charged as Early Settlement fees.

¢ If the Early Settlement accrues after first 2 years, then, fees will be three months profit & any
extra cost and expenses incurred under the transaction to third party.

® For Expat, customer must maintain the required government approvals before the
settlement is processed (if any).

e Partial Settlement Policy

It is a common practice in the Real estate financing business, that customers intend to lower the

lending cost through partially settle the outstanding finance amount. This partial settlement

behavior usually occurs in the first quarter every year due to bonus payments to employees. Partial

settlement criteria shall be as the following:

¢ The partial settlement could occur at any time and it can happen once every 6 months with a
minimum of 2 instaliment.

* In case the partial payment exceeded 3 installments, then principle amount to be charged only
for the instaliment that exceeded the first 3 instaliments.

¢ the customer shall have 2 options of partial payment which will be described below:

a. Reducing the installment amount without any change in the tenure. The
following installments to the last paid instalment (normal Run off) will be
considered to calculate the partial payment charges.

b. Reducing the tenure without any change in the installment amount. Last
installment in the payment schedule and going backward will be considered
to calculate the partial payment charges.

Note: If the partial payment accrues first 2 years, then full outstanding profit for the first 2 years to
be charged.

e Balance confirmation letter

This type of requests stands for customers whom they are interested to request Balance
confirmation letter addressed to another person in order to help him to settle his obligation with
DGF. Approve of Balance confirmation letter shall be as the following:

e The Balance confirmation letter must be addressed to someone.
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Note: To be signed by collection department.

* Authorization to deal with government department.

This type of requests stands for customers wants to deal with government department and services
companies such as STC, electricity and Water Company.

e (Clearances letter from DGF

This type of requests stands for customers who interested to request Clearance letter from DGF.
This request usually occurs when the customer has paid all his/ her liabilities in the end of the
Finance agreement or he /she made an early repayment for his / her Finance agreement, before
the time of his / her requests exist. After the customer pays the entire obligations and the due fees,
DGF will transfer the title deed under the customer’s name after the full settlement of the
Financing amount. Then, clearance letter will be available for the customer.

e Customer complaints

The complaint is seen as an opportunity to review and evaluate the service we deliver to our
customer, and to measure and improve performance and enhance customer satisfaction. In other
words, customer complaint is a channel between the company and its customer to communicate
and resolve problems, misunderstanding and claims before involvement of any third party such as a
regulator, or a judicial authority. Moreover, the customer can lodge his complaint through any of
the following channels:

1. The company Website

2. Through Email

3. Call Centre

4. Complaint Box

5. Through Branch

14. Fees Matrix

In order to cover operation costs and to control the secondary requests volume fees matrix had

been introduced as given in Appendix 2.

15. Insurance policies

Covering property and life risks and disability, DGF is maintaining an insurance coverage for the
given finance. However, the insurance coverage must be shariah complaint and the Takaful
protection is to be taken from insurance companies approved by DGF, and licensed by SAMA.
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Besides that, insurance agreement is subject to renewal on an annual basis, an annual update is
required on this manual.

16. SIMAH

DGF mandate credit bureau check (SIMAH) for all its applicants. Applicant consent is required for
checking his record in SIMAH. Credit Bureau report supplies following information:

= Report captures both the positive and negative record about the consumers.

= Data for customers are linked to their national identification numbers (i.e. Unique);

= Default records are available on reports.

=  Write off amounts are available on report.

The credit requirements are as the following:
= Period of SIMAH checking for credit review for all kind of customers.
= The validity of Credit Bureau Report should not exceed 30 days.
= SIMAH report must be up dated and reviewed before booking.

17. Property monitoring and inspection

Property monitoring, and inspection appointment might be requested from the customer once
every three years during the finance tenure, DGF will set up process for property visit to ensure that
it is in good condition and finance purpose is being adhered to. The customer will informed via
phone call or letter indicating date, duration of the visit and the name of the person who will do the
inspection.

18. Bad Debt Policy (EVENTS OF DEFAULT)

OVERDUE REMINDER

a. 1° Overdue Reminder

The 1% overdue reminder is prepared by the collection supervisor generated from the system for
accounts which remain outstanding for 30 days after payment due date. It will include details of
payment amount overdue and compensation for late payment (if any).
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b. 2" Overdue Reminder
The 2" overdue reminder is prepared by the collection supervisor generated from the system when
accounts continue to be outstanding for 60 days. The reminder will include details of payment
amount overdue and compensation for late payment (where applicable). Also, the letter will inform
the customer that foreclosure process initiated in case he become past due beyond 90 days.
Note: the remainder will be sent to the customer, Guarantor and Employer (where applicable).

¢. 3" Overdue Reminder
The 3" overdue reminder is prepared by the collection supervisor generated from the system when
accounts continue to be outstanding for 75 days. The reminder will include details of payment
amount overdue and. also, the letter will inform the customer that foreclosure process will initiated
in case he become past due beyond 90 days. In addition, the letter will include effectively demand
immediate payment of overdue rentals within 14 days from the date of letter failing which steps to
terminate the Asset Agreement and repossess the asset will be taken.

d. 4% Overdue Reminder
The 4% overdue reminder is prepared by the collection supervisor generated from the system when
accounts continue to be outstanding for 90 days. The reminder will include details of payment
amount overdue and. also; the letter will inform the customer that foreclosure process will be
initiated by given one of two choices: either the DGF sells the property to terminate the contract or
to resort to proper court.

Notes:

1. The above notification will be sent to the customer in case of late payment of three
consecutive installments

2. In the case of delay payment of five separated installments or 3 continues installments,
the customer will be given one of two choices: either the DGF sells the property to
terminate the contract or to resort to proper court.

3. Theremainder will be sent to the customer, Guarantor and Employer (where applicable)

4. DGF will have the option to reschedule customer finance and it will be reviewed case by
case.

19. Training Program

Training is considered as one of the main tools to assure the team productivity and efficiency as
well. On that basis a continuous training is to be provided for all new hired employee and agents as
well. The training should cover the following subjects:

20.1 Anti-Money Laundering — AML
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20.2 Shariah

20.3 Products definitions

20.4 Credit Analysis

20.5 Competitors scan

20.6 Credit approval
20.7 Process

20.8 Documentation
20.9 Sales Skills

20.10 Customer complaints

However, Products Department, Training Department and Retail had issued a training manual for

sales agents covering the above subjects and to be reviewed on an annual basis.

20. Overall Process Flow

20.01 Tjarah Flow
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20.02 Murabha Flow
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20.03 Selling the Originated Applications from Portfolio:

To be in line with SHARAIA compliance for selling or buying portfolio to avoid SHARAIA
violation by exchange the outstanding amount with cash. To avoid that, DGF will sign a finance
agreement with the investor (who will buy the portfolio) using MURABAHA facilities by this
method, DGF will arising under his liabilities a debt to the investor. Thus, the two parties will sign
an agreement to settle DGF debt by transferring a Murabha Personal Finance portfolio to the
investor, which is equivalent to the debt.

lllustration of process flow selling the originated applications from portfolio :

» . following to (B) buyer wil seii the commodity
1. buyer wiil purchase commodity value: on behaf of ine company to the market.
potfolio value + profit

Supplyer —l MARKET
Y

beF 3 (AL Comgany will seli the

commodiy in the markst at @ currzs price 10
T | T obtain cash

2. buyerw szicommoany to

company in M:v:atajla, ponfa' 4. seile Murabaha debt with
vaiie with tota’ pertfolio debt { fransfer}
reca’vables
& sign servicing agreement
348} company will s=:ga the batween two parkies
tuyer 1o sell the commodity 2o third party
o company behalf

v |

> BUYER
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21. Product Budget and limits

The budget of the product shall be review yearly based on the company strategy and the limit of
the product will be in line with the risk appetite of the company.

22. Risk-reporting /The process to ensure compliance with the limits

Based on the sales report for every month, Risk team will monitor the limits. In case the sales
approached 100% of the total sales budget, Risk team will notify the products team that the limit is
reached. Product team to obtain the subject approval to extend the limit more than 20% of the
sales budget.

In case if the approvals are obtained, product team will notify the risk team the new limits. Else,
Risk team is responsible to slow down the business if the sales exceeded 20% of total sales budget

23. Product Contracts
As per SAMA guidelines, DGF having ljarah and Murabha contracts for all segments.

24. Product Reporting

Progress update report to be shared and referred with Credit Committee by Operation reports for
each payment availed and the last progress including:

- Customer financed in the projects

- Construction completion record from WAFI

- Trench released (utilized and unutilized)

- Construction completion
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Appendixes

Appendix 1: General DBR Criteria Matrix

Based on SAMA’s guidelines, the DBR calculation will be as follows:

Income Range | Product DBR Global DBR
=<15,000 55% Global DBR is a DBR inclusive of all-existing & currently
>15,000 65% applied lending(s) of a customer. The maximum
=<25,000 allowed Global DBR for all products reflected in SIMAH
>25,000 65% report is up to 65%
REDF &MOH customers:
Income Range | Product DBR Global DBR
Global DBR is a DBR inclusive of all-existing & currently
applied lending(s) of a customer. The maximum
ALL Ranges 65% allowed Global DBR for all products reflected in SIMAH
report is up to 65%

Note: All Exception for DBR in the income category above SAR 25K is subject to DGF Credit
Committee approval

A. GENERAL REMARKS

The property age is including the finance tenor.

DBR based on the net income at all scenarios should not exceed 65%

DGF has the right to review and change the price of the ljarah Mawsofah Fi Athemmah and
Murabha product monthly rent instaliment once every one year based on SIBOR change

DGF must inform the customer within two months before any change in the monthly rent
installment amount

Murabha based on fixed pricing.

Self employed

Self-employed income calculation will be as under:

1.

Final income will be 75% of the average of end month balance for last 2 years based on
audited financial statement or verified income.

The total of deposit should not be less than 65% of stated sales revenue in the financial
statement.

Call verification by credit review must be done.

Customer visit will be required based on credit review request.
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Appendix 2: Fees Matrix
_No.. Fees Type . e~ AWogNtE, 8 - o wwe S =
1 Management/ Up to SR 5,000 or 1% of the finance amount which one is lower
Evaluation

Appendix 3: Call Back Verification Process {(CVP):

CVP will be applied for self-employed. Moreover, CVP process for the mentioned segments will be

as under:

m o 0N @ >

Credit will conduct CVP for all this segment customers The following information would be
collected from the customer in order to understand his business:

Business activity.

Income details.

Customers obligations

The purpose of finance

The property details.

Note: Based on the Personal discussion or call with customer, it could be some information not

mentioned above and will be asked by the credit officer.

Appendix 4: Product Feature:

Buy-Out

Due to the increasing number in finance applications for “Refinance” from other lenders, the
“Refinance” will be feature of ljarah Hiba product instead of dealing with it as an exception.

“Refinance” is defined as follows: when the client desires to transfer their loan balance
from any lender to DGF for various reasons such as lower profit rate, better terms and
conditions, shortening and extending the tenure, etc.

Down payment is not required for “Refinance” applications the finance amount will be
100% of the offer provided by the lender .

LTV for such transactions would be defined based on the average of the set price by MoH
after evaluations

Refinance will only be from the well-known Real estate financing lenders (as approved
by Credit review).

All terms and conditions in ljarah and Murabha product program will apply to
“Refinance” applications except the previous mentioned points above.
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