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A Saudi closed joint stock company pursuant to Ministerial Resolution No. 361/Q
dated 29/11/1430H (corresponding to 17/11/2009G), and No.188/Q dated 09/06/1431H
(corresponding to 23/05/2010G), Commercial Registration No. 1010176451 dated
21/02/1423H (corresponding to 04/05/2002G), and SAMA licence No. 5/ASh/201312
dated 28/02/1435H (corresponding to 31/12/2013G).

Offering of thirty-five million (35,000,000) ordinary shares, representing 35% of
Nayifat Finance Company’s share capital, through public offering at an offer price of
thirty four Saudi Riyals (SAR 34) per share.

Offering Period: two (2) days
starting from Sunday 02/04/1443H (corresponding to 07/11/2021G)
and ending on Monday 03/04/1443H (corresponding to 08/11/2021G)

Nayifat Finance Company (the “Company” or the “Issuer”) is a Saudi closed joint stock company pursuant
to Ministry of Commerce Resolutions No. 361/Q dated 29/11/1430H (corresponding to 17/11/2009G),
and No. 188/Q dated 09/06/1431H (corresponding to 23/05/2010G) and is registered under Commercial
Registration No. 1010176451 dated 21/02/1423H (corresponding to 04/05/2002G) issued in Riyadh. The
current Commercial Registration certificate expires on 20/02/1447H (corresponding to 15/08/2025G). The
Company'’s registered address is at Al Worood District, Al Olaya Main Street, FALCOM Financial Services
Building, P.O. Box 27389, Postal Code 11417, Riyadh, Kingdom of Saudi Arabia. The current share capital of
the Company is one billion Saudi Riyals (SAR 1,000,000,000) divided into one hundred million (100,000,000)
ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per share (“Shares”).

The Company was originally incorporated as a limited liability company owned by Abdulaziz Saud Omar Al
Blehed, Saud Huwaimel Farraj Al Dosari, Abdulaziz Turki Abdullah Al Otaishan, Hamad Mohammed Abdullah
Bin Suaidan and Fahad Abdulaziz Fahad Al Saeed, under the name ‘Nayifat Instalments Company’ under
Commercial Registration No. 1010176451 dated 21/02/1423H (corresponding to 04/05/2002G) issued in
Riyadh, with a share capital of ten million Saudi Riyals (SAR 10,000,000) divided into a hundred thousand
(100,000) ordinary shares with a nominal value of a hundred Saudi Riyals (SAR 100) per share. The Company
obtained a membership certification from the Chamber of Commerce in Riyadh with the membership No.
121759, issued on 21/02/1423H (corresponding to 04/05/2002G), valid until 20/02/1447H (corresponding to
14/08/2025G). The Company is licensed by SAMA and is authorized to perform consumer financing, SME
financing, credit card financing, lease financing and FinTech lending activities which currently consist of peer-
to-peer lending. The Company obtained a non-objection letter from SAMA to test the debt crowdfunding
platform under the regulatory sandbox environment, which expires within three months from 22/07/2021G,
and the Company is currently in the process of obtaining a permanent license to conduct this type of business.
On 03/11/1429H (corresponding to 01/11/2008G) and pursuant to a partners decision, the Company’s share
capital was increased to two hundred fifty million Saudi Riyals (SAR 250,000,000) divided into two million
five hundred thousand (2,500,000) shares with a nominal value of a hundred Saudi Riyals (SAR 100) per
share, through the issuance of new cash shares with a value of two hundred forty million Saudi Riyals (SAR
240,000,000), through the entry of new partners with one hundred ninety-one million, five hundred thousand
Saudi Riyals (SAR 191,500,000), in addition to the capitalization of forty-eight million, five hundred thousand
Saudi Riyals (SAR 48,500,000) from the retained earnings account and the current partners’ current accounts
upon amendment of the Company’s Articles of Association on 03/11/1429H (corresponding to 01/11/2008G).
On 09/06/1431H (corresponding to 23/05/2010G), upon the partners’ decision, the Company was converted
from a limited liability company to a closed joint stock company pursuant to Ministerial Resolution No.
188/Q dated 09/06/1431H (corresponding to 23/05/2010G), with a share capital of two hundred fifty million
Saudi Riyals (SAR 250,000,000), divided into twenty-five million (25,000,000) ordinary shares with a fully
paid nominal value of ten Saudi Riyals (SAR 10) per share. Hence, Ministerial Resolution No. 188/Q dated
09/06/1431H (corresponding to 23/05/2010G) was issued, announcing the conversion of the Company into
a closed joint stock company with the paid share capital. On 28/02/1435H (corresponding 31/12/2013G), the
Company obtained the SAMA licence No. 5/ASh/201312 for the following activities: lease financing, small and
medium enterprise finance, consumer financing and credit card financing. On 07/07/1435H (corresponding to
06/05/2014G), the Company'’s Extraordinary General Assembly approved the amendment of the Company’s
name to be “Nayifat Finance Company” and the increase of the Company’s share capital from two hundred
fifty million Saudi Riyals (SAR 250,000,000) to four hundred million Saudi Riyals (SAR 400,000,000) divided
into forty million (40,000,000) ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per
share by way of granting additional shares to existing shareholders on a 3 to 5 ratio (by granting three free
shares for each five shares held by the shareholders), through the capitalization of one hundred thirty-eight
million Saudi Riyals (SAR 138,000,000) from the Company’s retained earnings account, and twelve million
Saudi Riyals (SAR 12,000,000) of the Company’s statutory reserve (the Company obtained the approval
of SAMA on that matter). On 16/07/1436H (corresponding to 05/05/2015G), the Company's Extraordinary
General Assembly approved the increase of the Company’s share capital from four hundred million Saudi
Riyals (SAR 400,000,000) to five hundred million Saudi Riyals (SAR 500,000,000) divided into fifty million
(50,000,000) ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per share by way
of granting additional shares to existing shareholders on a1 to 4 ratio (by granting one free share for every
four shares), through the capitalization of seventy-four million, four hundred twenty-four thousand, seven
hundred eighty-eight Saudi Riyals (SAR 74,424,788) from the Company’s retained earnings account, and
twenty-five million, five hundred seventy-five thousand, two hundred twelve Saudi Riyals (SAR 25,575,212) of
the Company'’s statutory reserve (the Company obtained SAMA approval). On 26/06/1437H (corresponding
to 04/04/2016G), the Company’s Extraordinary General Assembly approved the increase of the Company's
share capital from five hundred million Saudi Riyals (SAR 500,000,000) to six hundred million Saudi Riyals
(SAR 600,000,000) divided into sixty million (60,000,000) ordinary shares with a fully paid nominal value of
ten Saudi Riyals (SAR 10) per share by way of granting additional shares to existing shareholders on a1to 5
ratio (by granting one free share for every five shares held by the shareholders), through the capitalization
of ninety-three million Saudi Riyals (SAR 93,000,000) from the Company’s retained earnings account, and
seven million Saudi Riyals (SAR 7,000,000) of the Company'’s statutory reserve (the Company obtained SAMA
approval). On 24/03/1439H (corresponding to 12/12/2017G), the Company’s Extraordinary General Assembly
approved the increase of the Company’s share capital from six hundred million Saudi Riyals (SAR 600,000,00)
to six hundred thirty-five million Saudi Riyals (SAR 635,000,000) divided into sixty-three million, five hundred
thousand (63,500,000) ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per
share by granting new shares to the chairman of the executive committee of the Company, and a limited
number of employees (the Company obtained the approval of SAMA, through a loan of thirty-five million
Saudi Riyals (SAR 35,000,000) awarded to executive officers under a “three-year performance-based bonus
program” to be paid in instalments during this period. On 12/06/1439H (corresponding to 28/02/2018G), the
Company'’s Extraordinary General Assembly approved the increase of the Company’s share capital from six
hundred thirty-five million Saudi Riyals (SAR 635,000,000) to eight hundred fifty million Saudi Riyals (SAR
850,000,000) divided into eighty-five million (85,000,000) ordinary shares with a fully paid nominal value
of ten Saudi Riyals (SAR 10) per share, through the capitalisation of one hundred seventy-nine million, four
hundred thirty-six thousand Saudi Riyals (SAR 179,436,000) from the Company’s retained earnings account,
and thirty-five million, five hundred sixty-four thousand Saudi Riyals (SAR 35,564,000) of the Company's
statutory reserve (the Company obtained SAMA approval). On 05/04/1441H (corresponding to 02/12/2019G),
the Extraordinary General Assembly agreed to increase the Company’s share capital from eight hundred
fifty million Saudi Riyals (SAR 850,000,000) to one billion Saudi Riyals (SAR 1,000,000,000) divided into one
hundred million (100,000,000) ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10)
per share, through the capitalization of one hundred fifty million Saudi Riyals (SAR 150,000,000) from the
retained earnings account (the Company obtained SAMA approval) (for more details, see Section 4.7 “History
of the Company and its Share Capital Development”).

The initial public offering (“the Offering”) will be for thirty-five million (35,000,000) Shares of the Company
(collectively the “Offer Shares,” and each an “Offer Share”) at an offer price of thirty four Saudi Riyals (SAR
34) per share with a nominal value of ten Saudi Riyals (SAR 10) per share (“Offer Price”). The Offer Shares
represent thirty-five percent (35%) of the Company’s share capital.

The Offering shall be restricted to the following two groups of investors:

Tranche (A) Participating Parties: this tranche comprises the parties entitled to participate in the book-
building process as specified under the CMA’s Instructions on Book-Building and Allocation of Shares in
Initial Public Offerings (the “Book-Building Instructions”) (collectively, the “Participating Parties” and each a
“Participating Party”) (for more details, see Section 1 (“Definitions and Abbreviations”)). The number of Offer
Shares to be allocated to Participating Parties actually participating in the book-building process is thirty-five
million (35,000,000) Shares, representing 100% of the total Offer Shares. The final allocation will be made

after the end of the subscription period for Individual Investors. The Lead Manager (as defined in Section 1
(“Definitions and Abbreviations”)) shall have the right, if there is sufficient demand by Individual Investors, to
reduce the number of Offer Shares allocated to Participating Parties to a minimum of thirty-one million, five
hundred thousand (31,500,000) shares, representing ninety percent (90%) of the total Offer Shares.

Tranche (B): Individual Investors: this tranche comprises Saudi Arabian nationals, including Saudi female
divorcees or widows with minor children from a marriage to a non-Saudi person who can subscribe for her
own benefit or in the names of her minor children, on the condition that she proves that she is a divorcee or
widow and the mother of her minor children, any non-Saudi natural person who is resident in the Kingdom
or any GCC national, in each case who has a bank account at one of the Recieving Entities and is allowed to
open an investment account (collectively, the “Individual Investors” and each an “Individual Investor” and
together with Qualified Foreign Financial Institutions “Investors”). Subscription of a person in the name of his
divorcee shall be deemed invalid, and if a transaction of this nature has been proved to have occurred, then
the law shall be enforced against such person. If a duplicate subscription is made, the second subscription
will be considered void and only the first subscription will be accepted. A maximum of three million, five
hundred thousand (3,500,000) Offer Shares, representing ten percent (10%) of the Offer Shares, shall be
allocated to Individual Investors. If Individual Investors do not subscribe for all shares allocated to them, the
Bookrunners may reduce the number of Offer Shares allotted to them in proportion to the number of Offer
Shares subscribed for thereby.

The Offer Shares will be offered to certain foreign investors who are based outside the United States
(including Qualified Foreign Financial Institutions, GCC Companies and Funds and other foreign investors
through (SWAP) agreements in offshore transactions in reliance on Regulation S under the U.S. Securities
Act 0f 1933, as amended (the “U.S. Securities Act”).

The Shares have not been, and will not be, registered under the U.S. Securities Act or under any U.S. state
securities laws. The Offer Shares offered through this Prospectus (the “Prospectus”) may not be offered or
sold within the United States. This Offering does not constitute an offer to sell or solicitation of an offer to buy
securities in any country where such an act would be unlawful.

The Company'’s current shareholders (collectively, “Current Shareholders”) hold all of the Company’s shares
prior to the Offering. The Offer Shares are to be sold by the Current Shareholders (collectively, the “Selling
Shareholders”) in accordance with Table 35: (“Ownership Structure of the Company Pre-and Post-Offering”
of this Prospectus). Upon completion of the Offering, the Current Shareholders will collectively own 65%
of the Company Shares and will consequently retain a controlling interest. The Offering proceeds, less the
Offering expenses (“Net Proceeds”), will be distributed to the Selling Shareholders based on their percentage
of ownership of the Offer Shares, and the Company will not receive any part of the Net Proceeds (for more
details, see Section 8 (“Use of Offering Proceeds”)). The Underwriters have committed to fully underwrite
the Offering (for more details, see Section 13 (“Underwriting”)). In addition, Substantial Shareholders, who
hold five percent (5%) or more of the Company’s shares as at the date of this Prospectus (“Substantial
Shareholders”), may not dispose of their shares for a period of six (6) months from the date the Company’s
Shares are traded on the Saudi Stock Exchange (“Tadawul” or the “Exchange”) (the “Lock-up Period”). After
the Lock-up Period, the Substantial Shareholders may dispose of their shares without obtaining CMA'’s prior
approval. The Company»s Substantial Shareholders, who hold five percent (5%) or more of its Shares, are:
FALCOM Holding Company, Saud Huwaimel Farraj Al Dosari, and Abdulaziz Saud Omar Al Blehed. Table 2:
contained in the Section “Offering Summary” of this Prospectus sets out “Substantial Shareholders and their
Ownership Percentages in the Company Pre-Offering and Post-Offering”.

The Offering Period starts on Sunday 02/04/1443H (corresponding to 07/11/2021G) and remains open for a
period of two (2) days including closing day and up to Monday 03/04/1443H (corresponding to 08/11/2021G)
(“Offering Period”). Subscription to the Offer Shares can be made through any of the branches of the
Receiving Entities (the “Receiving Entities”) listed on Page (xi) of this Prospectus during the Offering Period
(for more details, see the Section “Key Dates and Subscription Procedures” Table 3: “Expected Offering
Timetable” and Section 17 “Subscription Terms and Conditions”). Participating Parties may subscribe for the
Offer Shares through the Bookrunners during the book-building process, which will take place prior to the
offering of the Shares to Individual Investors.

Each Individual Investor must apply for a minimum of ten (10) shares, noting that the minimum allocation per
Individual Investor is ten (10) shares, and the maximum is 300,000 shares. The balance of the Offer Shares,
if any, will be allocated as proposed by the Company and the Financial Advisor. In the event that the number
of Individual Investors exceeds three hundred and fifty thousand (350,000) subscriber, the Company will not
guarantee the minimum allocation of ten (10) Offer Shares per Investor, in which case the Offer Shares will
be allocated as proposed by the Company and the Financial Advisor. Excess subscription amounts, if any, will
be refunded to Individual Investors without subtracting any charge or withholding by the Receiving Entities.
Announcement of the final allotment will be made on or before Saturday 08/04/1443H (corresponding to
13/11/2021G), and the refund of excess subscription amounts, if any, will be made at the latest on or before
Monday 10/04/1443H (corresponding to 15/11/2021G) (for more details, see the Subsection 17.5"Allocation o
and Refunds " in Section 17 “Subscription Terms and Conditions”).

Each Shareholder (a “Shareholder”) has the right to attend and vote at the shareholders’ general assembly
meetings (the “General Assembly”). No Shareholder benefits from any preferential voting rights. The
Offer Shares will be entitled to receive dividends declared and paid by the Company as at the date of this
Prospectus and subsequent financial years (for more details, see Section 7 “Dividend Distribution Policy”).

Prior to the Offering, there has been no public market for the Shares in the Kingdom of Saudi Arabia (the
“Kingdom”) or elsewhere. The Company has submitted an application to the Capital Market Authority of
Saudi Arabia (the “CMA”) for registration and offer of the Shares and to the Exchange for admission to listing
of the Shares. All supporting documents required by the relevant authorities have been submitted and all
requirements have been met, including requirements for listing of the Company on the Exchange, and all
approvals pertaining to the Offering, including this Prospectus, have been granted. Trading in the Shares
on the Exchange is expected to commence upon completion of final allocation, with all relevant regulatory
requirements being met (for more details, see the Section “Key Dates and Subscription Procedures”
Table 3: “Expected Offering Timetable”). After the Company’s Shares have been admitted to listing on the
Exchange, Saudi Arabian nationals, non-Saudi Arabian nationals holding valid residency permits in the
Kingdom, and companies, banks, and investment funds established in the Kingdom or in GCC countries, as
well as GCC nationals, will be permitted to trade in the Shares after trading in the Shares on the Exchange
starts. Qualified Foreign Financial Institutions will be permitted to trade in the Shares in accordance with the
CMAs Rules for Qualified Foreign Financial Institutions Investment in Listed Securities for more details, see
Section 1 “Definitions and Abbreviations”). In addition, Foreign Strategic Investors may trade in the Shares
in accordance with the Instructions for Foreign Strategic Investors> Ownership in Listed Companies (as
defined in this Prospectus). Non-GCC individuals residing outside the Kingdom and establishments that are
incorporated outside GCC countries and operate outside the Kingdom (collectively the “Foreign Investors”
and each a “Foreign Investor”) will be permitted to acquire an economic interest in the Shares by entering
into swap agreements (SWAP) with a Capital Market Institution licensed by the CMA to buy and trade in
shares listed on the Exchange for the benefit of Foreign Investors. Under the swaps, the Capital Market
Institutions are the legal owners of the shares.

Investment in the Shares involves certain risks and uncertainties. For a discussion of certain factors to
be carefully considered before deciding to subscribe for the Offer Shares, the Section “Important Notice”
on Page (i) and Section 2 “Risk Factors” of this Prospectus should be carefully reviewed prior to making a
decision to invest in the Offer Shares.
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Important Notice

This Prospectus contains detailed information relating to the Company and the Offer Shares. When submitting an
application for the Offer Shares, Participating Parties and Individual Investors will be treated as applying solely on the
basis of the information contained in this Prospectus, copies of which are available from the Company, the Lead Manager,
or the Receiving Entities or by visiting the websites of the Company (www.nayifat.com), the CMA (www.cma.org.sa), the
Saudi Stock Exchange (Tadawul) (www.saudiexchange.sa), or the Financial Advisor, Lead Manager, Lead Bookrunner and
Lead Underwriter (www.hsbcsaudi.com).

With respect to the offering of the Offer Shares listed in this Prospectus, HSBC Saudi Arabia has been appointed by the
Company as the financial advisor (the “Financial Advisor”), lead bookrunner (the “Lead Bookrunner”), lead manager (the
“Lead Manager”), and lead underwriter (the “Lead Underwriter”). The Company also appointed GIB Capital and Saudi
Fransi Capital as co-underwriters (the “Co-Underwriters”) and joint bookrunners (the “Joint Bookrunners”) (For more
information, please see Section 13 (“Underwriting”) of this Prospectus).

This Prospectus includes information that has been presented in accordance with the CMA's Rules on the Offer of
Securities and Continuing Obligations and the Exchange’s Listing Rules. The Directors, whose names appear on Table 1:
“Company’s Board of Directors”, collectively and individually accept full responsibility for the accuracy of the information
contained in this Prospectus and confirm, having made all reasonable enquiries, that to the best of their knowledge and
belief, there are no other facts the omission of which would make any statement herein misleading.

While the Company has made all reasonable enquiries as to the accuracy of the information contained in this Prospectus
as at the date of its publication, a substantial portion of the information herein relevant to the market and industry in which
the Company operates is derived from external sources, and information, data and analyses issued by data, information
and news providers such as The Economist Intelligence Unit - EIU (the “Data Provider”). In spite of efforts made to confirm
the validity of this information, the Data Provider and its affiliates do not assume any liability for a person’s reliance on
this information.

While neither the Company nor any of the Company’s advisors, whose names appear on Pages (viii) to (x) of this
Prospectus (collectively with the Financial Advisor “Advisors”), has any reason to believe that any of the market and
industry information is materially inaccurate, neither the Company nor any of the Advisors has independently verified
such information. Accordingly, no representation or assurance is made with respect to the accuracy or completeness of
any of this information.

The information contained in this Prospectus, as at the date hereof, is subject to change. In particular, the financial
position of the Company and the value of the Offer Shares may be adversely affected by future developments related
to inflation, interest rates, taxation or other economic, political or other factors over which the Company has no control
(for more details, see Section 2 (“Risk Factors”). Neither the delivery of this Prospectus nor any oral, written or printed
information in relation to the Offer Shares is intended to be, nor should be, construed as, or relied upon in any way as, a
promise or representation of future earnings, results or events.

This Prospectus is not to be regarded as a recommendation on the part of the Company, the Directors, the Receiving
Entities or the Advisors to subscribe to the Offer Shares. Moreover, information provided in this Prospectus is of a general
nature and has been prepared without taking into account individual investment objectives or the financial situation or
particular investment needs of prospective investors. Prior to making an investment decision, each recipient of this
Prospectus, or person accessing it from a reliable source, is responsible for obtaining independent professional advice
from a CMA-licensed financial advisor in relation to the Offering and for considering the appropriateness of the investment
opportunity and information herein with regard to their individual objectives, financial situation and needs, including the
merits and risks involved in an investment in the Offer Shares. An investment in the Offer Shares may be appropriate for
some investors and not others. Prospective investors should not rely on another party’s decision whether to invest or not
to invest as a basis for their own examination of the investment opportunity and their individual circumstances.

Subscribing for the Offer Shares shall be limited to two tranches of investors as follows:

Tranche (A): Participating Parties: this tranche comprises the parties entitled to participate in the book-building process
in accordance with the Book-Building Instructions (for more details, see Section 1 (“Definitions and Abbreviations”)).

Tranche (B): Individual Investors: this tranche comprises Saudi Arabian natural persons, including any Saudi female
divorcees or widows with minor children from a marriage to a non-Saudi person who can subscribe for her own benefit or
in the names of her minor children, on the condition that she proves that she is a divorcee or widow and the mother of her




minor children, any non-Saudi natural person who is resident in the Kingdom and any GCC national, in each case who has
a bank account and is allowed to open an investment account. Subscription of a person in the name of his divorcee shall
be deemed invalid, and if a transaction of this nature has been proved to have occurred, then the law shall be enforced
against such person. If a duplicate subscription is made, the second subscription will be considered void and only the first
subscription will be accepted.

This Prospectus does not constitute an offer to sell or a solicitation of an offer to buy any Offer Shares by any person in
any country where such offer or solicitation by this person would be unlawful. The Offer Shares are being offered outside
of the United States in offshore transactions in reliance on Regulation S.

The distribution of this Prospectus or the sale of Offer Shares to any person in any country other than the Kingdom
is expressly prohibited except for Qualified Foreign Financial Institutions and/or Foreign Investors by entering into
swap agreements, subject to the applicable laws and instructions. Recipients of this Prospectus are required to inform
themselves of any regulatory restrictions relevant to the Offer Shares and the sale of Offer Share and to observe all such
restrictions. Both eligible Individual Investors and Participating Parties shall read this Prospectus in full and seek advice
from their attorneys, financial advisors and any of their professional advisors regarding statutory, tax, regulatory and
economic considerations related to their investment in the Shares, and will personally bear the fees associated with that
advice from their attorneys, accountants and other advisors regarding all matters related to investment in the Company’s
Shares. No assurance can be made that profits will be realised.

Industry and Market Information

The information and data in Section 3 (“Market Overview”), were derived from the market study report dated 08/07/1442H
(corresponding to 20/02/2021G) prepared by Arabian Market Vision Co. Ltd - 4SIGHT (“Market Consultant”) for the
Company in relation to the financing companies market sector in the Kingdom (“Market Study”).

The Market Consultant was established in Riyadh in 1430H pursuant to the laws of the Kingdom of Saudi Arabia. Its
business activities include business undertakings and marketing on behalf of third parties, consulting services in senior
management, general management, financial management and marketing management, in addition to public relations
and production management. The Market Consultant’s head office is located in Al Sulaymaniyah District, 12241 Musa lbn
Nusair Street, Building No. 10, Sercon Buildings in Riyadh for more details, please visit the Market Consultant’s website
(https://4sightglobal.com).

The Market Consultant does not, nor do any of its subsidiaries, associates, partners, shareholders, directors, managers or
relatives thereof, own any shares or any interest of any kind in the Company or its subsidiaries. The Market Consultant has
given, and not withdrawn at the date of this Prospectus, its written consent for the use of its name, logo and statements
and the market information and data supplied by it to the Company in the manner and format set out in this Prospectus.

Subject to Page (iii) (Forecasts and Forward-Looking Statements), the Directors believe that the information and data of
the Market Study provided in this Prospectus and that obtained from other sources, including information provided by
the Market Consultant, is reliable information and data. However, such information and data have not been independently
verified by the Company, the Directors, the Advisors or the Selling Shareholders, and thus none of these parties bear any
liability for the accuracy or completeness of said information.

Financial and Statistical Information

The 2018G Financial Statements have been prepared in accordance with International Financial Reporting Standards
(IFRS) as modified by SAMA for the accounting of Zakat and income tax. The 2019G Financial Statements and 2020G
Financial Statements have been prepared in accordance with IFRS. The 2018G Financial Statements, 2019G Financial
Statements, and 2020G Financial Statements have been audited by the Company’s auditor, PricewaterhouseCoopers
- Certified Public Accountants, as stated in their audit reports for the 2018G Financial Statements, 2019G Financial
Statements, and 2020G Financial Statements. The 2021G Three Month Interim Period Financial Statements were
prepared in accordance with IAS 34. The financial information as at and for the years ended 31 December 2018G and
2019G included in this Prospectus has, unless otherwise indicated, been derived without material adjustment from the
comparative columns of the 2019G Financial Statements and 2020G Financial Statements, respectively. The financial
information as at and for the year ended 31 December 2020G included in this Prospectus has, unless otherwise indicated,
been derived without material adjustments from the 2020G Financial Statements.




In preparing the 2019G Financial Statements and 2020G Financial Statements, the Company reclassified certain of
2018G transactions that appear in the 2018G comparative column included in the 2019G Financial Statements and
reclassified certain of 2019G transactions that appear in the comparative column included in the 2020G Financial
Statements, respectively (for more details, see Pages 7, 8 and 9 of the 2019G Financial Statements, and the 2020G
Financial Statements, respectively). The financial information included in this Prospectus for the three-month period
ended on 31 March 2021G have, unless otherwise indicated, been derived without material adjustments from the 2021G
Three Month Interim Period Financial Statements. The financial information included in this Prospectus for the three-
month period ended on 31 March 2020G have, unless otherwise indicated, been derived without material adjustments
from the 2021G Three Month Interim Period Financial Statements. The Financial Statements are included in Section 19
(“Financial Statements and Auditor’s Report”). The Company issues its financial statements in Saudi Riyals.

Certain of the financial and statistical information included in this Prospectus have been rounded up to the nearest
integer; accordingly, in case of aggregating the figures shown in the tables, there might be slight deviations in the figures
shown in the Financial Statements compared to those shown in this Prospectus.

Definitions and Abbreviations

To review the interpretation of phrases and abbreviations mentioned under this Prospectus, please see Section 1
(“Definitions and Abbreviations”).

Forecasts and Forward-Looking Statements

Forecasts set forth in this Prospectus have been prepared on the basis of assumptions based on the Company’s
information according to its market experience, as well as on publicly available market information. Future operating
conditions may differ from the assumptions used and consequently no affirmation, representation, or warranty is made
with respect to the accuracy or completeness of any of these forecasts. The Company confirms that, to the best of its
knowledge, the statements in this Prospectus have been made following the required due diligence.

Certain statements in this Prospectus constitute “forward-looking statements”. Such statements can generally be
identified by their use of forward-looking words such as “plans”, “estimates”, “projects”, “believes”, “expects”, “anticipates”,
“may”, “will”, “should”, “expected”, “would be” or the negative or other variation of such terms or comparable terminology.
These forward-looking statements reflect the current views of the Company and its Management with respect to future
events, and are not a guarantee of future performance. Many factors could cause the actual results, performance, or
achievements of the Company to be significantly different from any future results, performance, or achievements that
may be expressed or implied by such forward-looking statements. Some of the risks and factors that could have such an
effect are described in more detail in other sections of this Prospectus for more details, please Section 2 (“Risk Factors”).
Should any one or more of these risks or uncertainties materialise or any underlying assumptions prove to be incorrect
or inaccurate, the Company'’s actual results may vary materially from those described in this Prospectus as anticipated,
believed, estimated, or planned.

Subject to the requirements of the Rules on the Offer of Securities and Continuing Obligations, the Company must submit
a supplementary prospectus to the CMA if, at any time after the publication of this Prospectus, and before the end of the
Offering, the Company becomes aware that:

a. there has been a significant change in material matters contained in the Prospectus or any document required
by the Rules on the Offer of Securities and Continuing Obligations.

b. any additional significant matters have become known which should have been included in the Prospectus.

Except in the aforementioned circumstances, the Company does not intend to update or otherwise revise any industry
or market information or forward-looking statements in this Prospectus, whether as a result of new information, future
events or otherwise. As a result of the aforementioned and other risks, uncertainties and assumptions, the forward-
looking events and circumstances discussed in this Prospectus might not occur in the way the Company expects, or at all.
Prospective investors should consider all forward-looking statements in light of these explanations and should not place
undue reliance on forward-looking statements. All subsequent written and oral statements made by the Company or by
persons on behalf of the Company are subject, in their entirety, to the warning phrases set out above or those contained
in other sections in this Prospectus.




Type and Format of Numbers in the Prospectus

This Prospectus is prepared using Arabic numerals (1, 2, 3, 4, 5, 6, 7, 8, 9, and 0). Some numbers have been formatted
in decimal form, in which a decimal point is placed to the right of the decimal place with the base value. Each digit to the
right of this decimal point has a base value accounting for one-tenth the value of the preceding digit from the left. Thus,
the number (123.4) represents one hundred twenty-three and four-tenths.

General Provisions

Certain figures included in this Prospectus have been rounded up to the nearest integer; accordingly, figures shown for
the same item presented in different tables may vary slightly and figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures which precede them, given this approximation. Throughout this Prospectus, Hijri
dates are presented along with corresponding Gregorian dates, where relevant. The Hijri calendar is prepared on the
basis of the anticipated lunar cycles. However, an actual sighting of the moon is used to determine the beginning of each
month, as a result of which conversions from the Hijri to Gregorian calendars are often subject to discrepancies of one
or a few days. In addition, unless otherwise expressly stated in this Prospectus, any reference to “year” or “years” means
Gregorian years.




Corporate Directory

Company’s Board of Directors

Table 1: Company’s Board of Directors
Direct Ownership' Indirect Owner-
Membershi ) ship'(%) D fA
. . . embership ate of Ap-
Name Title Nationality Status Pre- Post- Pre- Post- pointment?
Offer- Offer- Offer- Offer-
ing ing ing ing
Chairman
H imel Non-
Saud Huwaime of the Saudi on 7.866%  5113% - . 25/09/2019G
Farraj Al Dosari executive
Board
Abdulaziz Saud Vice ) Non- o o
Omar Al Blehed Chairman Saudi executive 7:252% - 4.714% 25/09/2019G
Saleh Nasser
Sulaiman Al Director Saudi Independent - - - - 25/09/2019G
Omair
Fahd bin Saleh Non-
bin Mohammed Director Saudi . - - 0.056% 0.037% 25/09/2019G
. executive
Al Musbahi®
Mohammed
bin Ali bin ) .
Director Saudi Independent 4.540%  2.951% - - 09/08/2021G
Mohammed Al
Houkal
Abdulmohsen Director
Abdulrah CEO
wiranman /CEO/ Saudi Executive  2.434% 1582% 0.801% 0.520% 25/09/2019G
Musaed Al Managing
Sowailem* Director
Bandar bin
Moh d Non-
onamme Director Saudi o - - 0.067% 0.043% 25/09/2019G
bin Ahmed Al executive
Bayez®
Atta Hamad Non-
Mohammed Al Director Saudi . - - - - 25/09/2019G
executive
Bayouk
Mohammed
Taher . .
Abdulkarim Al Director Jordanian  Independent - - - - 25/09/2019G
Lawzi

Source: The Company

1. Direct and indirect ownership percentages are rounded.

2. Dates listed in this table are the dates of appointment to the current positions. The biographies of the Directors in Section 5.5
(“Biographies of the Directors and Board Secretary”) describe the dates of their appointment, whether to the Board of Directors or to
any other position.

3. Theindirect ownership of Fahd bin Saleh bin Mohammed Al Musbahi, a Director, results from his 0.08% direct shareholding in FALCOM
Holding Company which owns shares representing 73.855% of the Company’s share capital.

4. The indirect ownership of Abdulmohsen Abdulrahman Musaed Al Sowailem, a Director, results from his 1.08% direct shareholding in
FALCOM Holding Company which owns shares representing 73.855% of the Company’s share capital

5. Theindirect ownership of Bandar bin Mohammed bin Ahmed Al Bayez, a Director, results from his 0.09% direct shareholding in FALCOM
Holding Company which owns shares representing 73.855% of the Company’s share capital.




Company’s Address, Representatives and Board Secretary

Company Address

Nayifat Finance Company
Al Worood District, Al Olaya Main Street,
FALCOM Financial Services Building, P.O.

Box 27389, Riyadh, 11417 u LQJ U_J |

Kingdom of Saudi Arabia P

Tel: + 920035666 NayIFat
Fax: 8111021361

Website: www.nayifat.com

Email: Info@nayifat.com

Company’s Representatives

Saud Huwaimel Farraj Al Dosari Abdulmohsen Abdulrahman Musaed Al Sowailem
Chairman of the Board CEO and Managing Director

Nayifat Finance Company Nayifat Finance Company

Al Worood District, Al Olaya Main Street, Al Worood District, Al Olaya Main Street,
FALCOM Financial Services Building, FALCOM Financial Services Building,
P.O. Box 27389, Riyadh, 11417 P.O. Box 27389, Riyadh, 11417

Kingdom of Saudi Arabia Kingdom of Saudi Arabia

Tel: 4966920035666 (Ext: 2020) Tel: 4966920035666 (Ext: 2010)

Fax: 8111021361 Fax: 8111021361

Website: www.nayifat.com Website: www.nayifat.com

Email: chairman@nayifat.com Email: amalsowailem@nayifat.com

Board Secretary

Hussain Mohammad Salem Al Shakrah
Board Secretary
Nayifat Finance Company

Al Worood District, Al Olaya Main Street, FALCOM
Financial Services Building,

P.O. Box 27389, Riyadh, 11417
Kingdom of Saudi Arabia

Tel: 4966920035666 (Ext: 2022)
Fax: 8111021361

Website: www.nayifat.com

Email: Hussain@nayifat.com




Saudi Tadawul Group (Saudi Tadawul)
King Fahd Road - Al Olaya 6897

Unit No. 15

Riyadh 12211-3388

Kingdom of Saudi Arabia

Tel: 4966 11920001919

Fax: 4966 112189133

Website: www.saudiexchange.sa

Email: webinfocsc@tadawul.com.sa

The Exchange

1ngeudl | Jglai
di Exchange

Share Register

Securities Depository Center Company
King Fahd Road - Al Olaya 6897

Unit No. 11, Riyadh 12211-3388

Kingdom of Saudi Arabia

Tel: 920026000

Website: www.edaa.com.sa

Email: cc@edaa.com.sa
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From Saudi Tadawul Group




Advisors

Financial Advisor, Lead Bookrunner, Lead Underwriter and Lead Manager

HSBC Saudi Arabia

HSBC Building 7267, Al Olaya Street, Al-Murooj District

Riyadh 12283-2255

Kingdom of Saudi Arabia

Tel: 4966 920005920 HSBC
Fax: +966 112992385

Website: www.hsbcsaudi.com
Email: NayifatiPO@hsbcsa.com

Joint Bookrunner and Co-Underwriter

GIB Capital
Low Rise Buildings, Building No. 1, Granada Business &
Residential Park, Eastern Ring Road

P.O. Box 89589, Riyadh 11692 Jliwls x
LB unlgnn
Kingdom of Saudi Arabia JHN
; G [ B CAPITAL
Tel: +966 11 511 2200

Fax: +966 11 511 2201
Website: www.gibcapital.com

Email: NayifatiPO@gibcapital.com

Joint Bookrunner and Co-Underwriter

Saudi Fransi Capital

King Fahad Road - 8092
Riyadh 3735-12313

P.O. Box: 23454, Riyadh 11426
Kingdom of Saudi Arabia

Tel: +966 11 2826666

Fax: +96611 2826823

Website: www.sfc.sa

JUulEs _unijall aogcmll

Saudi Fransi Capital

Email: Nayifat.|PO@fransicapital.com.sa

Legal Advisor to the Issuer

The Law Office of Megren M. Al-Shaalan
The Business Gate
Building No. 26, Zone C

Airport Road
P.O. Box 1080, Riyadh 11431 lalaall (Bladl) dasa ¢ (o jRa iSa
Kingdom of Saudi Arabia The Law Office of Megren M. Al-Shaalan

Tel: +966 114167300
Fax: +966 114167399
Website: www.alshaalanlaw.com

Email: mas@alshaalanlaw.com




Legal Advisor to the Issuer for the International Offering

White & Case LLP

5 Old Broad Street

London EC2N 1DW

United Kingdom

Tel: +442075321000

Fax: +442075321001

Website: www.whitecase.com

Email: nfc-ipo@whitecase.com

WHITE & CASE

Legal Advisor to the Underwriters

Law Office of Salman M. Al-Sudairi

Tatweer Towers, Tower 1, 7th Floor

P.O. Box 17411
Riyadh 11474

Tel: 4966112072500
Fax: +966112072577

HV RV, ﬁé/ﬂﬁ@@éww

THE LAW OFFICE OF SALMAN M.AL-SUDAIRI

Website: www.alsudairilaw.com.sa

Email: info@alsudairilaw.com.sa

Legal Advisor to the Underwriters

Latham & Watkins LLP
885 Third Avenue

New York, NY 10022-4834
United States of America
Tel: +1 2129061200

Fax: +1 212751864
Website: www.lw.com

Email: grs@Ilw.com

LATHAM&WATKINS

Financial Due Diligence Advisor

KPMG Professional Services
Riyadh Front, Airport Road
P.O. Box 92876, Riyadh 11663
Kingdom of Saudi Arabia

Tel: 4966118748500

Fax: 4966118748600

Website: www.kpmg.com/sa

Email: marketingsa@kpmg.com




Market Consultant

Arabian Market Vision Co. Ltd - 4SIGHT

Al Sercon Buildings No. 10, 1st Floor

Musa Ibn Nusair St, Al Olaya

P.O. Box 53052 Riyadh 11583 ®

Kingdom of Saudi Arabia |I S | G H T
Tel: 4966114507622 Ext: 121

Fax: 4966114082262

Our insight drives your foresight

Website: www.4sight-global.com

Email: nisar@4sight-global.com

The Company’s Auditor

PricewaterhouseCoopers - Certified Public Accountants

Kingdom Tower, King Fahd Road

P.O. Box 8282, Riyadh, 11482, Kingdom of Saudi Arabia .
Tel: 4966112110400

Fax: +966112110401 pwc

Website: www.pwc.com/middle-east

Email: mer_project-rain@pwc.com

Note:

All the above-mentioned advisors and the Auditor and Data Provider have given and have not withdrawn their written
consent, until the date hereof, to the reference to their names, addresses, and logos and the publication of their
statements in the context in which they appear in this Prospectus, and do not themselves, their employees (forming part
of the engagement team serving the Company), or their employees’ relatives have any shareholding or interest of any kind
in the Company as at the date of this Prospectus which would impair their independence.




Receiving Entities

Saudi British Bank (SABB)

Prince Abdulaziz bin Mosaed bin Galuy street

P.O. Box 9084, Riyadh 11413

Kingdom of Saudi Arabia SABB 41} |
Tel: +966 (11) 440 8440 ‘T’
Fax: +966 (11) 276 3414

Website: www.sabb.com

Email:sabb@sabb.com

Saudi National Bank

King Fahd Road - Al Okeik District- King Abdullah
Financial Center

P.0. Box 3208, Unit: 778 n

Riyadh 6676 - 13519

Kingdom of Saudi Arabia S N B
Tel: 4966 92000 1000

Website: www.alahli.com

Email: contactus@alahli.com

Al Rajhi Bank

King Fahd Road - Al-Moroug District- Al-Rajhi Bank Tower
Riyadh 11411

Kingdom of Saudi Arabia

Tel: +966 (11) 828 2515 Al Rajhi Bank ginall (pan
Fax: +966 (11) 279 8190

Website: www.alrajhibank.com.sa

Email: contactcenteri@alrajhibank.com.sa
Riyadh Bank

Eastern Ring Road

P.O. Box 22622

Riyadh 11614 LbL'JJ' |9I i g

Kingdom of Saudi Arabia

Tel: +966 (11) 401 3030 r“.lad banl-‘
Fax: +966 (11) 403 0016

Website: www.riyadbank.com

Email: customercare@riyadbank.com




Offering Summary

This Offering Summary is intended to provide a brief overview of the information contained in this Prospectus. As such,
it does not contain all of the information that may be important to prospective investors. Accordingly, this summary must
be read as an introduction to this Prospectus, and prospective investors should read this entire Prospectus in full. Any
decision to invest in the Offer Shares by prospective investors should be based on a consideration of this Prospectus as

a whole.

In particular, it is important to carefully consider the Section “Important Notice” on Page (i) and Section 2 (“Risk Factors”),
prior to making any decision to invest in the Offer Shares.

Company Name,
Description and
Establishment
Information

Nayifat Finance Company is a Saudi joint stock company established by Ministerial Resolutions
No. 361/Q dated 29/11/1430H (corresponding to 17/11/2009G), No. 188/Q dated 09/06/1431H
(corresponding to 23/05/2010G) and under Commercial Registration No. 1010176451 dated
21/02/1423H (corresponding to 04/05/2002G) issued in Riyadh, the Commercial Registration
expires on 20/02/1447H (corresponding to 15/08/2025G) and its registered address is: Woroud
District, Public Olaya Road, FALCOM Financial Services Building P.O. Box 11417, Riyadh, Kingdom
of Saudi Arabia. The current share capital of the Company is one billion Saudi Riyals (SAR
1,000,000,000) divided into one hundred million (100,000,000) ordinary shares with a fully paid
nominal value of ten Saudi Riyals (SAR 10) per share.

The Company was originally incorporated as a limited liability company, owned by: Abdulaziz Saud
Omar Al Blehed, Saud Huwaimel Farraj Al Dosari, Abdulaziz Turki Abdullah Al Otaishan, Hamad
Mohammed Abdullah Bin Suaidan and Fahad Abdulaziz Fahad Al Saeed, under the name ‘Nayifat
Instalments Company’ pursuant to Commercial Registration No. 1010176451 dated 21/02/1423H
(corresponding to 04/05/2002G) issued in Riyadh, with a share capital of ten million Saudi Riyals
(SAR 10,000,000) divided into a hundred thousand (100,000) ordinary shares with a nominal
value of a hundred Saudi Riyals (SAR 100) per share. The Company obtained the membership
certification from the Chamber of Commerce in Riyadh with the membership No. 121759, issued
on 21/02/1423H (corresponding to 04/05/2002G), valid until 20/02/1447H (corresponding
to 14/08/2025G). The Company is licensed by SAMA and is authorized to perform consumer
financing, SME financing, credit card financing, lease financing and FinTech lending activities
which currently consist of peer-to-peer lending. The Company obtained a non-objection letter
from SAMA to test the debt crowdfunding platform under the regulatory sandbox environment,
which expires within three months from 22/07/2021G, and the Company is currently in the process
of obtaining a permanent license to conduct this type of business.

On 03/11/1429H (corresponding to 01/11/2008G) and pursuant to a partners’ decision, the
Company's share capital was increased to two hundred fifty million Saudi Riyals (SAR 250,000,000)
divided into two million five hundred thousand (2,500,000) shares with a nominal value of a
hundred Saudi Riyals (SAR 100) per share, through the issuance of new cash shares with a value of
two hundred forty million Saudi Riyals (SAR 240,000,000), through the entry of new partners with
one hundred ninety-one million, five hundred thousand Saudi Riyals (SAR 191,500,000), in addition
to capitalisation of forty-eight million, five hundred thousand Saudi Riyals (SAR 48,500,000) from
the retained earnings account and the current partners’ current accounts upon amendment
of the Company’s Articles of Association on 03/11/1429H (corresponding to 01/11/2008G). On
09/06/1431H (corresponding to 23/05/2010G) and pursuant to a partners’ decision, the Ministry
of Commerce approved a resolution converting the Company from a limited liability company to
a closed joint stock company, with a share capital of two hundred fifty million Saudi Riyals (SAR
250,000,000), divided into twenty-five million (25,000,000) ordinary shares with a fully paid
nominal value of ten Saudi Riyals (SAR 10) per share, whereby a Ministerial Resolution No. 188/Q
dated 09/06/1431H (corresponding to 23/05/2010G) was issued, announcing the conversion of
the Company to a closed joint stock company with a paid up capital.

On 28/02/1435H (corresponding to 31/12/2013G) the Company obtained SAMA licence No. 5/
ASh/201312 for the following activities: lease financing, small and medium enterprise financing,
consumer financing and credit card financing.




Company Name,
Description and
Establishment
Information

On 07/07/1435H (corresponding to 06/05/2014H), the Company’s Extraordinary General Assembly
approved the change of the Company’s name to be “Nayifat Finance Company” and the increase of
the Company’s share capital from two hundred fifty million Saudi Riyals (SAR 250,000,000) to four
hundred million Saudi Riyals (SAR 400,000,000) divided into forty million (40,000,000) ordinary
shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per share by way of granting
additional shares to existing Shareholders on a 3 to 5 ratio (granting three free shares for each five
shares held by Shareholders), through the capitalisation of one hundred thirty-eight million Saudi
Riyals (SAR 138,000,000) from the Company’s retained earnings account, and twelve million Saudi
Riyals (SAR 12,000,000) of the Company’s statutory reserve (the Company obtained SAMA approval).

On 16/07/1436H (corresponding to 05/05/2015G), the Company’s Extraordinary General Assembly
approved the increase of the Company’s share capital from four hundred million Saudi Riyals (SAR
400,000,000) to five hundred million Saudi Riyals (SAR 500,000,000) divided into fifty million
(50,000,000) ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per share
by way of granting additional shares to existing shareholders on a 1to 4 ratio (granting one free share
for every four shares held by the shareholders), through the capitalization of seventy-four million, four
hundred twenty-four thousand, seven hundred eighty-eight Saudi Riyals (SAR 74,424,788) from the
Company’s retained earnings account, and twenty-five million, five hundred seventy-five thousand,
two hundred twelve Saudi Riyals (SAR 25,575,212) of the Company’s statutory reserve (the Company
obtained SAMA approval).

On 26/06/1437H (corresponding to 04/04/2016G), the Company’s Extraordinary General Assembly
approved the increase of the Company’s share capital from five hundred million Saudi Riyals (SAR
500,000,000) to six hundred million Saudi Riyals (SAR 600,000,000) divided into sixty million
(60,000,000) ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per share by
way of granting additional shares to existing shareholders on a1to 5 ratio (granting one share for every
five free shares held by the shareholders), through the capitalization of ninety-three million Saudi
Riyals (SAR 93,000,000) from the Company'’s retained earnings account, and seven million Saudi
Riyals (SAR 7,000,000) of the Company’s statutory reserve(the Company obtained SAMA approval).

On 24/03/1439H (corresponding to 12/12/2017G), the Company’s Extraordinary General Assembly
approved the increase of the Company’s share capital from six hundred million Saudi Riyals (SAR
600,000,000) to six hundred thirty-five million Saudi Riyals (SAR 635,000,000) divided into sixty-
three million five hundred thousand (63,500,000) ordinary shares with a fully paid nominal value
of ten Saudi Riyals (SAR 10) per share by granting new shares to the chairman of the executive
committee and a limited number of employees (the Company obtained SAMA approval) through a
loan of thirty-five million Saudi Riyals (SAR 35,000,000) awarded to executive officers under a three-
year performance-based bonus program, to be repaid in instalments during this period.

On 12/06/1439H (corresponding to 28/02/2018G), the Company’s Extraordinary General Assembly
approved the increase of the Company’s share capital from six hundred thirty-five million Saudi Riyals
(SAR 635,000,000) to eight hundred fifty million Saudi Riyals (SAR 850,000,000) divided into eighty-
five million (85,000,000) ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10)
per share through the capitalization of one hundred seventy-nine million, four hundred thirty-six
thousand Saudi Riyals (SAR 179,436,000) from the Company'’s retained earnings account, and the
capitalisation of thirty-five million, five hundred sixty-four thousand Saudi Riyals (SAR 35,564,000) of
the Company’s statutory reserve (the Company obtained SAMA approval).

On 05/04/1441H (corresponding to 02/12/2019G), the Extraordinary General Assembly agreed to
increase the Company’s share capital from eight hundred fifty million Saudi Riyals (SAR 850,000,000)
to one billion Saudi Riyals (SAR 1,000,000,000) divided into one hundred million (100,000,000)
ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per share, through the
capitalization of one hundred fifty million Saudi Riyals (SAR 150,000,000) from the Company's
retained earnings balance (the Company obtained SAMA approval).

(For more details, see Section Section 4.7“History of the Company and its Share Capital Development
and Changes in the Ownership Structure”)




The objective of the Company is to engage in financing activities in accordance with the Companies
Law, the Finance Companies Control Law and Implementing Regulations thereof, and the relevant
regulations, as well as the rules and instructions issued by SAMA.
Pursuant to the Company's Bylaws and the SAMA license for financial activities and the non-
objection letter issued by SAMA for the Company, the Company’s activities include:
e Consumer financing;
e |ease financing;
e Credit card financing;

Company Activity e Small and medium enterprise financing; and
® Providing FinTech services in the regulatory sandbox environment.
The Company is keen to provide financing solutions to individuals for the financing of their personal
needs and to institutions for needs of their businesses, all in a manner that is compliant with the
principles of Shariah.

The Company operates under SAMA licence No. 5/ASh/201312 dated 28/02/1435H (corresponding
to 31/12/2013G) and pursuant to the non-objection letter issued by SAMA to the Company on
25/08/1441H (corresponding to 19/04/2020G) permitting the Company to provide FinTech
solutions through approving the trial of the crowdfunding platform under the regulatory sandbox
environment.

The following table sets out names and ownership percentages of the Company’s Substantial
Shareholders Pre-Offering and Post-Offering:

Table2:  Substantial Shareholders and Their Ownership Percentages in the Company
Pre-Offering and Post-Offering

Pre-Offering Post-Offering
Shareholders Number of Nominal Percent- Number of Nominal Percent-
Shares Value (SAR) age' Shares Value (SAR) age'
Sub - FALCOM
ubstantia Holding 73,854,638 738,546,380 73.855% 48,005,515 480,055,150 48.006%
Shareholders Company

Saud Huwaimel

. ) 7,866,128 78,661,280 7.866% 5,112,983 51,129,830 5.113%
Farraj Al Dosari

Abdulaziz Saud

uazizSaud o0, 009 72522400  7252% 4713962 47139620  4.714%
Omar Al Blehed
Total 88,073,015 889,730,150 88.973% 57,832,460 578,324,600 57.833%

Source: The Company

1. Ownership percentages are rounded.

Share Capital of
the Company

(as at the date of
this Prospectus)

One billion Saudi Riyals (SAR 1,000,000,000)

Total Number of
Issued Shares (as
at the date of this
Prospectus)

One hundred million (100,000,000) fully-paid ordinary Shares.

Nominal Value

per Share Ten Saudi Riyals (SAR 10) per Share.

Offering of thirty-five million (35,000,000) Offer Shares with a fully paid nominal value of ten Saudi
Offering Riyals (SAR 10) per share, representing thirty-five percent (35%) of the Company'’s share capital, at an
offer price of thirty four Saudi Riyals (SAR 34) per Offer Share.




Total Number of
Offer Shares
Percentage of the
Offer Shares to
the total number
of issues shared

Offer Price

Total Value of
Offering

Use of Offering
Proceeds

Number of
Offer Shares
Underwritten

Total Offering
Amount to be
Underwritten

Targeted
Investors

Thirty-five million (35,000,000) fully-paid ordinary Shares.

The Offer Shares represent 35% of the Company'’s total share capital.

thirty four Saudi Riyals (SAR 34) per Offer Share.
One billion one hundred and ninety million Saudi Riyals (SAR 1,190,000,000).

The Net Proceeds amounting to about one billion one hundred and ninety million Saudi Riyals (SAR
1,190,000,000) (less the Offering expenses estimated at fifty one million Saudi Riyals (SAR 51,000,000))
will be paid to the Selling Shareholders, prorated to the percentage of Offer Shares owned by each
Shareholder. The Company will not receive any part of the Net Proceeds (for more details, see Section
8 “Use of Offering Proceeds”).

35,000,000 Ordinary Shares.

One billion one hundred and ninety million Saudi Riyals (SAR 1,190,000,000).

Subscribing for the Offer Shares shall be limited to two tranches of investors as follows:

Tranche (A) Participating Parties: this tranche comprises the parties entitled to participate in the
book-building process as specified under the Book-Building Instructions (for more details, please
see Section 17 “Subscription Terms and Conditions”). Participating Parties will initially be allocated
thirty-five million (35,000,000) Offer Shares, representing one hundred percent (100%) of the total
Offer Shares. If there is sufficient demand by Individual Investors for subscription to the Offer
Shares allocated to them, the Bookrunners may reduce the number of Offer Shares allocated to
Participating Parties to a minimum of thirty-one million, five hundred thousand (31,500,000) Offer
Shares, representing ninety percent (90%) of the total Offer Shares. The number and percentage
of the Offer Shares to be allocated to Participating Parties will be determined by the Financial
Advisor in consultation with the Company and the Selling Shareholders, using the discretionary
allocation mechanism.

Tranche (B): Individual Investors: this tranche comprises Saudi Arabian nationals, including Saudi
female divorcees or widows with minor children from a marriage to a non-Saudi person who can
subscribe for her own benefit or in the names of her minor children, on the condition that she
proves that she is a divorcee or widow and the mother of her minor children, any non-Saudi natural
person who is resident in the Kingdom and any GCC national, in each case who has a bank account
and is allowed to open an investment account with a Capital Market Institution (collectively, the
“Individual Investors” and each an “Individual Investor”). Subscription of a person in the name of
his divorcee shall be deemed invalid, and if a transaction of this nature has been proved to have
occurred, then the law shall be enforced against such person. If a duplicate subscription is made,
the second subscription will be considered void and only the first subscription will be accepted.
A maximum of three million five hundred thousand (3,500,000) Offer Shares, representing ten
percent (10%) of the Offer Shares, shall be allocated to Individual Investors. If Individual Investors
do not subscribe for all the Offer Shares allocated to them, the Bookrunners may reduce the
number of Offer Shares allotted to them in proportion to the number of Offer Shares subscribed
for thereby.

Total Number of Offer Shares Available for Each Category of Targeted Investors

Number of
Shares Offered
to Participating
Parties

Thirty-five million (35,000,000) Offer Shares, representing 100% of the total Offer Shares. If there
is sufficient demand by Individual Investors, and Participating Parties subscribe for all the Offer
Shares allocated thereto, the Bookrunners may reduce the number of Offer Shares allocated to
Participating Parties to a minimum of thirty-one million, five hundred thousand (31,500,000) Offer
Shares, representing ninety percent (90%) of the total Offer Shares.




Number of
Shares Offered
to Individual
Investors

A maximum of three million, five hundred thousand (3,500,000) Offer Shares, representing ten
percent (10%) of the total Offer Shares.

Subscription Method for Each Category of Targeted Investors

Subscription
Method for
Participating
Parties
Registered in the
Kingdom

Subscription
Method for
Participating
Parties not
Registered in the
Kingdom

Subscription
Method for
Individual
Investors

Participating Parties registered in the Kingdom (for more details, see Section 1 “Definitions and
Abbreviations”) may submit subscription applications during the Book-Building Period by way of the
Bid Forms to be made available by the Financial Advisor and the Bookrunners in accordance with
the instructions set out in Section 17 (“Subscription Terms and Conditions”). Participating Parties
registered in the Kingdom must complete the Participating Parties Subscription Form after the
allocation of Offer Shares based on the number of Offer Shares initially allocated to them.

Participating Parties that are not registered in the Kingdom (for more details, see Section 1 “Definitions
and Abbreviations”) may submit subscription applications during the book-building process by
applying with the Bookrunners by phone or e-mail, without the need to complete and sign a Bid Form,
in accordance with the instructions set out in Section 17 (“Subscription Terms and Conditions”).
Participating Parties that are not registered in the Kingdom must complete the Participating Parties
Subscription Application Form after the allocation of Offer Shares based on the number of Offer
Shares initially allocated thereto.

Retail Subscription Application Forms will be made available to Individual Investors during the
Offering Period at the branches and websites of the Receiving Entities. Retail Subscription Application
Forms must be filled out based on the instructions set forth in Section 17 (“Subscription Terms and
Conditions”). Individual Investors who have participated in recent initial public offerings in the Kingdom
can also subscribe through the internet, telephone banking or automated teller machines (“ATMs”)
of any of the Receiving Entities’ branches that offer such services to their customers, provided that
the following requirements are satisfied: (i) the Individual Investor must have a bank account at a
Receiving Entity which offers such services, and (ii) there have been no changes in the information of
the Individual Investor since such person’s subscription to the last initial public offering.

Minimum Number of Offer Shares to be Applied for by Each Category of Targeted Investors

Minimum Number
of Offer Shares

to be Applied for
by Participating
Parties

Minimum Number
of Offer Shares

to be Applied

for by Individual
Investors

100,000 Offer Shares

10 Offer Shares

Minimum Subscription Amount for Each Category of Targeted Investors

Minimum
Subscription
Amount for
Participating
Parties
Minimum
Subscription
Amount for
Individual
Investors

Three million four hundred thousand Saudi Riyals (SAR 3,400,000).

Three hundred and forty Saudi Riyals (SAR 340).




Maximum Number of Offer Shares to be Applied for by Each Category of Targeted Investors

Maximum
Number of Offer
Shares to be
Applied for by
Participating
Parties

Maximum
Number of
Offer Shares to
be Applied for
by Individual
Investors

4,999,999 Offer Shares

300,000 Offer Shares

Maximum Subscription Amount for Each Category of Targeted Investors

Maximum
Subscription
Amount for
Participating
Parties
Maximum
Subscription
Amount for
Individual
Investors

One hundred sixty nine million nine hundred ninety ninety thousand and nine hundred and sixty six
Saudi Riyals (SAR 169,999,966).

Ten million two hundred thousand Saudi Riyals (SAR 10,200,000).

Allocation of Offer Shares and Refund of Excess Subscription Amounts for Each Category of Targeted Investors

Allocation of
Offer Shares
to Participating
Parties

Allocation of
Offer Shares
to Individual
Investors

Refund of Excess
Subscription
Amounts

Offering Period

Upon completion of subscription by Individual Investors, final allocation of the Offer Shares to
Participating Parties will take place through the Lead Manager, as the Financial Advisor deems
appropriate, in coordination with the Company and the Selling Shareholders, using the discretionary
allocation mechanism. The number of Offer Shares to be initially allocated to Participating Parties is
thirty-five million (35,000,000) Offer Shares, representing one hundred percent (100%) of the total
Offer Shares. If there is sufficient demand by Individual Investors, the Lead Manager shall have the
right to reduce the number of Offer Shares allocated to Participating Parties to a minimum of thirty-
one million, five hundred thousand (31,500,000) Offer Shares, representing ninety percent (90%) of
the total Offer Shares, following completion of subscription by Individual Investors.

Allocation of the Offer Shares to Individual Investors is expected to be completed no later than
08/04/1443H (corresponding to 13/11/2021G). The minimum allocation per Individual Investor is ten
(10) Offer Shares, and the maximum allocation per Individual Investor is 300,000 Offer Shares. The
balance of the Offer Shares (if any) will be allocated on a pro-rata basis, according to the proportion of
Offer Shares applied for by each Individual Investor to the total Offer Shares applied for. In the event
that the number of Individual Investors exceeds (350,000) subscriber, the Company will not guarantee
the minimum allocation of Offer Shares per Individual Investor, and the Offer Shares will be allocated
as determined by the Financial Advisor in consultation with the Company and the Selling Shareholders.

Excess subscription amounts (if any) will be refunded to Individual Investors without any charge
or withholding by the Receiving Entities, as set out in the Retail Subscription Application Form.
Announcement of the final allotment will be made on 08/04/1443H (corresponding to 13/11/2021G),
and notification of the refund of excess subscription amounts will be made at the latest by Monday
10/04/1443H (corresponding to 15/11/2021G) (for more details, see the Subsection 17.5 “Allocation
and Refunds " in Section 17 “Subscription Terms and Conditions”).

The Offering Period starts on Sunday 02/04/1443H (corresponding to 07/11/2021G) and will remain
open for a period of two (2) days up to the end of the day on Monday 03/04/1443H (corresponding to
08/11/2021G) (for more details, see the Section “Key Dates and Subscription Procedures” and Section
17 (“Subscription Terms and Conditions”)).




Dividend
Distribution

Voting Rights

Restrictions on
the Shares (Lock-
up Period)

Listing and
Trading of Shares

Risk factors

Offering
Expenses

Financial Advisor,
Lead Bookrunner,
Lead Underwriter
and Lead
Manager

The Offer Shares will be entitled to receive any dividends declared and paid by the Company from the
date of this Prospectus and for subsequent financial years (for more details, see Section 7 (“Dividend
Distribution Policy™)).

The Company has one class of shares (ordinary shares), which does not carry any preferential voting
rights. Each Share entitles the holder to one vote at the General Assembly. A Shareholder may
authorise another person that is not a Director or Company employee to attend the General Assembly
and vote on their behalf (for more details, see the Subsection 12.15 “Summary of the Company Bylaws”
and the Subsection “Description of Shares” in Section 12 (“Legal Information”)).

The Substantial Shareholders set out in Table 2 (“Substantial Shareholders and Their Ownership
Percentages in the Company Pre-Offering and Post-Offering”) will be subject to a lock-up period of six
(6) months starting from the date trading of the Shares on the Exchange starts (the “Lock-up Period”).
During this period they may not dispose of their Shares. After the Lock-up Period, the Substantial
Shareholders may dispose of their shares.

Prior to the Offering, there has been no public market for the Shares in the Kingdom or elsewhere.
The Company has submitted an application to the CMA for registration and offer of the Shares and to
the Exchange for admission to listing of the Shares. All supporting documents required by the CMA
and the Exchange have been submitted and all requirements have been met, including requirements
for listing of the Company on the Exchange, and all approvals pertaining to the Offering, including this
Prospectus, have been granted. Trading of the Shares on the Exchange is expected to commence
upon completion of final allocation, with all relevant regulatory requirements being met (for more
details, see the Section “Key Dates and Subscription Procedures”).

Investing in the Offer Shares involves certain risks. Such risks can be classified as follows: (i) risks
related tothe Company’s activity and operations; (i) risks related to the market, industry and regulatory
environment; and (iii) risks related to the Offer Shares. These risks are described in Section 2 (“Risk
Factors”), and should be considered carefully prior to making a decision to invest in the Offer Shares.

The Offering expenses are estimated to be about fifty one million Saudi Riyals (SAR 51,000,000),
includingthe fees of the Financial Advisor, Bookrunners, Underwriters and Lead Manager, underwriting
fees, the fees of the Receiving Entities, the Legal Advisor, the Financial Due Diligence Advisor and the
Market Consultant, in addition to marketing, arrangement, printing and distribution expenses and
other fees related to the Offering. These expenses will be fully borne by the Selling Shareholders, and
deducted from the Offering Proceeds.

HSBC Saudi Arabia

HSBC Building 7267, Al Olaya Street, Al-Murooj District
Riyadh 12283-2255

Kingdom of Saudi Arabia

Tel: 4966 920005920

Fax: +966 112992385

Website: www.hsbcsaudi.com
Email: NayifatiPO@hsbcsa.com




GIB Capital

Low Rise Buildings, Building No. 1, Granada Business &
Residential Park, Eastern Ring Road

P.O. Box 89589, Riyadh 11692

Kingdom of Saudi Arabia

Tel: +966 11 511 2200

Fax: +966 11 511 2201

Website: www.gibcapital.com

Joint- Email: NayifatiPO@gibcapital.com

Bookrunners and

Co-Und it
orinaenwriters Saudi Fransi Capital Company

King Fahad Road - 8092
Riyadh 3735-12313

P.O. Box: 23454, Riyadh 11426
Kingdom of Saudi Arabia

Tel: +966 11 2826666

Fax: +96611 2826823
Website: www.sfc.sa

Email: Nayifat.IPO@fransicapital.com.sa

Note: The Section “Important Notice” on Page (i) and Section 2 (“Risk Factors”) of this Prospectus should be considered carefully prior to
making a decision to invest in the Offer Shares.




Key Dates and Subscription Procedures

Table 3: Expected Offering Timetable

Expected Offering Timetable

Procedure

Date

Offering and Book-Building Period for Participating
Parties

Subscription Period for Individual Investors

Deadline for submission of Subscription Application
Forms based on the Offer Shares provisionally allocated
to Participating Parties

Deadline for payment of the subscription amount
for Participating Parties based on the Offer Shares
provisionally allocated thereto

Deadline for submission of Subscription Application
Forms and payment of the subscription amount (for
Individual Investors)

Announcement of the final allotment of Offer Shares

Refund of excess subscription amounts (if any)

Expected start date of trading in the Shares

A period of 6 days, starting from Thursday 15/03/1443H
(corresponding to 21/10/2021G) and ending on 22/03/1443H
(corresponding to 28/10/2021G).

A period of 2 days, starting from Sunday 02/04/1443H
(corresponding to 07/11/2021G) and ending on Monday
03/04/1443H (corresponding to 08/11/2021G).

Friday 30/03/1443H (corresponding to 05/11/2021G)

Sunday 02/04/1443H (corresponding to 07/11/2021G)

Monday 03/04/1443H (corresponding to 08/11/2021G).

On or before Saturday 08/04/1443H (corresponding to
13/11/2021G)

No later than Monday 10/04/1443H (corresponding to
15/11/2021G)

Trading of the Company's Shares on the Exchange is
expected to commence after all relevant regulatory
requirements are satisfied. The start of trading will be
announced in local newspapers and on the Exchange’s
website (www.saudiexchange.sa).

Note: The above timetable and dates therein are approximate. Actual dates will be announced in local daily newspapers and on the websites

of the Stock Exchange (www.saudiexchange.sa), the Financial Advisor (www.hsbcsaudi.com), and the Company(www.nayifat.com).




How to Apply
Subscription for the Offer Shares shall be limited to the following two groups of investors:

¢ Tranche (A): Participating Parties: this tranche comprises the parties entitled to participate in the book-building
process in accordance with the Book-Building Instructions (for more details, see Section 1 (“Definitions and
Abbreviations™)).

e Tranche (B): Individual Investors: this tranche comprises Saudi Arabian nationals, including any Saudi female
divorcee or widow with minor children from a marriage to a non-Saudi person who can subscribe for her own
benefit or in the names of her minor children, on the condition that she proves that she is a divorcee or widow
and the mother of her minor children, any non-Saudi natural person who is resident in or GCC national, in each
case who has a bank account at any of the Receiving Entities and is allowed to open an investment account
Subscription of a person in the name of his divorcee shall be deemed invalid, and if a transaction of this nature has
been proved to have occurred, then the law shall be enforced against such person. If a duplicate subscription is
made, the second subscription will be considered void and only the first subscription will be accepted.

Following is a brief summary of the subscription method for Participating Parties and Individual Investors.

a. Participating Parties

Participating Parties can obtain Bid Forms from the Bookrunners during the Book-Building Period and Participating Parties
Subscription Application Forms from the Bookrunners after provisional allocation. The Bookrunners shall, after obtaining
CMA approval, offer the Offer Shares to Participating Parties during the Book-Building Period only. Subscriptions by
Participating Parties shall commence during the Offering Period, which also includes Individual Investors, in accordance
with the terms and conditions detailed in the Participating Parties Subscription Application Forms. A signed Subscription
Application Form shall be submitted to the Bookrunners, with such form representing a binding agreement between the
Selling Shareholders and the Participating Party.

b. Individual Investors

Retail Subscription Application Forms will be available during the Individual Investors’ subscription period at branches
and/or websites of Receiving Entities that offer such service. Individual Investors can subscribe through the internet,
telephone banking or ATMs of Receiving Entities offering such services to Individual Investors, provided that the following
requirements are satisfied:

¢ an Individual Investor must have a bank account with the Receiving Entity which offers such services; and

e there have been no changes in the personal information or data of the Individual Investor (removal or addition of
a family member) since such person last participated in an initial public offering.

¢ Non-Saudi natural person or GCC national must have a bank account at any of the Receiving Entities.

Retail Subscription Application Forms shall be filled out according to the instructions set out in Section 17 (“Subscription
Terms and Conditions”). Each Applicant must complete all relevant sections of the Retail Subscription Application Form.
The Company reserves the right to reject any Subscription Form, in whole or in part, if any of the subscription terms and
conditions are not met. If two Retail Subscription Application Forms are submitted, the second shall be deemed void
and only the first one shall be considered. Retail Subscription Application Forms cannot be amended or withdrawn once
submitted. Furthermore, Retail Subscription Application Forms shall, upon submission, be deemed a legally binding offer
by the relevant investor to the Selling Shareholders.

Excess subscription amounts, if any, will be refunded to the primary Individual Investor’s account with the Receiving Entity
from which the subscription value was initially debited, without any commission or withholding by the Lead Manager or
Receiving Entities. Excess subscription amounts shall not be refunded in cash or to third party accounts.

(For more details on the subscription of Individual Investors or Participating Parties, see Section 17 (“Subscription Terms
and Conditions”)).




Summary of Key Information

This summary of key information provides an overview of the information contained in this Prospectus. As it is a summary,
it does not contain all information that may be important to investors who wish to participate in the Offering. Accordingly,
this summary should only be treated as an introduction to this Prospectus. Recipients of this Prospectus should read the
Prospectus inits entirety, as any decision to invest in the Offer Shares should be based on a consideration and an analysis
of this Prospectus as a whole. In particular, it is important to carefully consider the Section “Important Notice” on Page (i)
and Section 2 (“Risk Factors”).

1.1 Company Overview

111 Company History

Nayifat Finance Company is a Saudi closed joint stock company established by Ministerial Resolutions No. 361/Q dated
29/11/1430H (corresponding to 17/11/2009G), No. 188/Q dated 09/06/1431H (corresponding to 23/05/2010G) under
Commercial Registration No. 1010176451 dated 21/02/1423H (corresponding to 04/05/2002G) issued in Riyadh, the
Commercial Registration expires on 20/02/1447H (corresponding to 15/08/2025G) and its registered address is: Worood
District, Public Olaya Road, FALCOM Financial Services Building P.O. Box 11417, Riyadh, Kingdom of Saudi Arabia. The
current share capital of the Company is one billion Saudi Riyals (SAR 1,000,000,000) divided into one hundred million
(100,000,000) ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per share .

The Company was originally incorporated as a limited liability company owned by Abdulaziz Saud Omar Al Blehed,
Saud Huwaimel Farraj Al Dosari, Abdulaziz Turki Abdullah Al Otaishan, Hamad Mohammed Abdullah Bin Suaidan and
Fahad Abdulaziz Fahad Al Saeed, under the name ‘Nayifat Instalments Company’ under Commercial Registration No.
1010176451 dated 21/02/1423H (corresponding to 04/05/2002G) issued in Riyadh, with a share capital of ten million Saudi
Riyals (SAR 10,000,000). The Company obtained the membership certification from the Chamber of Commerce in Riyadh
with the membership No. 121759, issued on 21/02/1423H (corresponding to 04/05/2002G), valid until 20/02/1447H
(corresponding to 14/08/2025G). The Company is licensed by SAMA and is authorized to perform consumer financing,
SME financing, credit card financing, lease financing and FinTech lending activities which currently consist of peer-to-
peer lending. The Company obtained a non-objection letter from SAMA to test the debt crowdfunding platform under the
regulatory sandbox environment, which expires within three months from 22/07/2021G, and the Company is currently in
the process of obtaining a permanent license to conduct this type of business.

On 03/11/1429H (corresponding to 01/11/2008G) and pursuant to a partners decision, the Company's share capital was
increased to two hundred fifty million Saudi Riyals (SAR 250,000,000) divided into two million five hundred thousand
(2,500,000) shares with a nominal value of a hundred Saudi Riyals (SAR 100) per share, through the issuance of new
cash shares with a value of two hundred forty million Saudi Riyals (SAR 240,000,000), through the entry of new partners
with one hundred ninety-one million, five hundred thousand Saudi Riyals (SAR 191,500,000), in addition to capitalisation
of forty-eight million, five hundred thousand Saudi Riyals (SAR 48,500,000) from the retained earnings account and
the current partners’ current accounts upon amendment of the Company’s Articles of Association on 03/11/1429H
(corresponding to 01/11/2008G).

On 09/06/1431H (corresponding to 23/05/2010G), the Shareholders issued a resolution converting the Company
from a limited liability company to a Saudi closed joint stock company by virtue of the Ministerial Resolution No. 188/Q
dated 09/06/1431H (corresponding to 23/05/2010G), with a share capital of two hundred fifty million Saudi Riyals (SAR
250,000,000), divided into twenty-five million (25,000,000) ordinary shares with a nominal value of ten Saudi Riyals (SAR
10) per share. Ministerial Resolutions No. 361/Q dated 29/11/1430H (corresponding to 17/11/2009G), and No. 188/Q dated
09/06/1431H (corresponding to 23/05/2010G) were issued, announcing the conversion of the Company into a closed joint
stock company with the paid share capital.

On 28/02/1435H (corresponding to 31/12/2013G) the Company obtained SAMA licence No. 5/ASh/201312 for the
following activities: financial leasing, small and medium enterprise finance, consumer finance and credit card finance.
On 07/07/1435H (corresponding to 06/05/2014G), the Company’s Extraordinary General Assembly agreed to change the
name of the Company to “Nayifat Finance Company’ and increase the Company’s share capital from two hundred fifty
million Saudi Riyals (SAR 250,000,000) to four hundred million Saudi Riyals (SAR 400,000,000) divided into forty million
(40,000,000) ordinary shares with a nominal value of ten Saudi Riyals (SAR 10) per share by way of granting additional
shares to existing Shareholders on a 3 to 5 ratio (granting three free shares for each five shares held by Shareholders),
through the capitalisation of one hundred thirty-eight million Saudi Riyals (SAR 138,000,000) from the Company’s retained
earnings account, and twelve million Saudi Riyals (SAR 12,000,000) of the Company’s statutory reserve.




On16/07/1436H (corresponding to 05/05/2015G), the Company’s Extraordinary General Assembly approved the increase
of the Company’s share capital from four hundred million Saudi Riyals (SAR 400,000,000) to five hundred million Saudi
Riyals (SAR 500,000,000) divided into fifty million (50,000,000) ordinary shares with a nominal value of ten Saudi Riyals
(SAR10) per share by way of granting additional shares to existing shareholders on a 1to 4 ratio (granting one free share
for every four shares held by the shareholders), through the capitalization of seventy-four million, four hundred twenty-
four thousand, seven hundred eighty-eight Saudi Riyals (SAR 74,424,788) from the Company'’s retained earnings account,
and twenty-five million, five hundred seventy-five thousand, two hundred twelve Saudi Riyals (SAR 25,575,212) of the
Company'’s statutory reserve.

On 26/06/1437H (corresponding to 04/04/2016G), the Company’s Extraordinary General Assembly approved the increase
of the Company’s share capital from five hundred million Saudi Riyals (SAR 500,000,000) to six hundred million Saudi
Riyals (SAR 600,000,000) divided into sixty million (60,000,000) ordinary shares with a fully paid nominal value of ten
Saudi Riyals (SAR 10) per share by way of granting additional shares to existing shareholders on a1to 5 ratio (granting one
share for every five free shares held by the shareholders), through the capitalization of ninety-three million Saudi Riyals
(SAR 93,000,000) from the Company’s retained earnings account, and seven million Saudi Riyals (SAR 7,000,000) of the
Company'’s statutory reserve(the Company obtained SAMA approval).

On 24/03/1439H (corresponding to 12/12/2017G), the Company’s Extraordinary General Assembly approved the increase
of the Company’s share capital from six hundred million Saudi Riyals (SAR 600,000,000) to six hundred thirty-five million
Saudi Riyals (SAR 635,000,000) divided into sixty-three million five hundred thousand (63,500,000) ordinary shares with
a fully paid nominal value of ten Saudi Riyals (SAR 10) per share by granting new shares to the chairman of the executive
committee and a limited number of employees (the Company obtained SAMA approval) through a loan of thirty-five million
Saudi Riyals (SAR 35,000,000) awarded to executive officers under a three-year performance-based bonus program, to
be repaid in instalments during this period.

On12/06/1439H (corresponding to 28/02/2018G), the Company’s Extraordinary General Assembly approved the increase
of the Company’s share capital from six hundred thirty-five million Saudi Riyals (SAR 635,000,000) to eight hundred
fifty million Saudi Riyals (SAR 850,000,000) divided into eighty-five million (85,000,000) ordinary shares with a fully paid
nominal value of ten Saudi Riyals (SAR 10) per share through the capitalisation of one hundred seventy-nine million,
four hundred thirty-six thousand Saudi Riyals (SAR 179,436,000) from the Company’s retained earnings account, and
the capitalisation of thirty-five million, five hundred sixty-four thousand Saudi Riyals (SAR 35,564,000) of the Company’s
statutory reserve (the Company obtained SAMA approval).

On 05/04/1441H (corresponding to 02/12/2019G), the Extraordinary General Assembly agreed to increase the
Company'’s share capital from eight hundred fifty million Saudi Riyals (SAR 850,000,000) to one billion Saudi Riyals (SAR
1,000,000,000) divided into one hundred million (100,000,000) ordinary shares with a fully paid nominal value of ten Saudi
Riyals (SAR 10) per share, through the capitalisation of one hundred fifty million Saudi Riyals (SAR 150,000,000) from the
Company'’s retained earnings (the Company obtained SAMA approval).

(For more details, see Section Section 4.7 “History of the Company and its Share Capital Development and Changes in
the Ownership Structure”)

11.2  Principal Business Activities

The principal business activity of the Company is to provide Shariah-compliant financing solutions to retail and corporate
customers in accordance with the Companies Law, the Finance Companies Control Law and Implementing Regulations
thereof, and the relevant regulations, as well as the rules and instructions issued by SAMA.

The Company operates as an Islamic non-banking finance company, defined in the Finance Companies Control Law
as “a joint stock company licenced to engage in finance activities”, and is subject to SAMA regulations. It holds SAMA
licence No. 5/ASh/201312 dated 28/02/1435H (corresponding to 31/12/2013G) expiring on 26/02/1445H (corresponding
to 11/09/2023G) to carry out the following activities pursuant to the SAMA licence, the Company’s Bylaws and the
Company’'s Commercial Register:

e Consumer financing

e Lease financing

¢ Credit card financing

¢ Small and medium enterprise financing




The Company provides FinTech services, by virtue of a non-objection letter issued by SAMA to the Company dated
25/08/1441H (corresponding to 19/04/2020G), permitting it to provide FinTech solutions through approving the trial of
crowdfunding platform in a regulatory sandbox environment. FinTech is being currently used for the financing of SMEs
and may be used for other activities in the Future.

1.2 Vision, Mission and Strategy

1.21  Vision

The Company’s vision is to be a pioneer in the Saudi financing sector, by creating a benchmark in Shariah compliant
solutions that drive the non-banking financing market towards higher standards. The Company targets to offer high
quality globally-ranked financial solutions that comply with the principles of Shariah, and to become the preferred choice
for consumer finance, credit card financing, and FinTech lending.

1.2.2 Mission

The Company’s mission is to seek consistent growth by geographically expanding its network of services within Saudi
Arabia by creating innovative Shariah compliant financing solutions which cater to ever-changing customer needs and
expectations.

1.2.3  Strategy

To become the leading company in the provision of innovative Shariah compliant financing products and services in a
manner that adds value and maximizes the benefits to its customers, employees and shareholders. The Company aims to
achieve this objective with the leadership of its experienced management team capable of realizing its strategy efficiently
and in line with its vision. The Company believes that the continued growth of Saudi Arabia’s economy, the Vision 2030
initiatives, the expansion of the NBFI sector, and the Financial Sector Development Program (FSDP) will enhance the
presence of NBFls in the financial service sector within the Kingdom and boost the demand for financing.

The strategic objectives of the Company are founded on the following pillars:

1.2.31 Enabling Easy Access to Finance

The Company aims to provide innovative Shariah-compliant financing through prompt and easy procedures for its clients.
To achieve this objective, the Company has established a multi-channel marketing model, leveraging both traditional
channels (i.e., a robust network of branches throughout Saudi Arabia, direct sales and tele-sales) and modern channels
(i.e., online sales activities). The Company focuses on meeting customers’ needs for immediate liquidity by ensuring the
disbursement of funds to customers through its simple and swift accreditation and disbursement. The Company also
aims to expand its customer base through online and social media channels enabling enhanced geographic reach across
the Kingdom.

1.2.3.2 Expanding penetration of the financing market and customer segments

In order to achieve its aspirations, the Company continuously focuses on its core business in providing Shariah-compliant
finance products to its customers. As such, the Company aims to improve its performance by increasing its customer
segments and geographical spread. Therefore, the Company focuses on the evolving financing needs of its customers
and developing innovative products to meet such needs.

Since the Company's customer base includes a large number of employees in the public sector, the Company has
upside potential in the consumer finance segment. In addition, the Company is currently looking to expand its consumer
finance customer base to also include high-income private sector employees. In line with other NBFls, the Company
aims to gain a larger market share in the SME finance segment with the growth of the segment supported by the Kafalah
Program, Monsha’at and other government-led incentives that are destined to facilitate access to finance and increase
the contribution of SMEs to Saudi Arabia’s GDP, in line with Vision 2030. The Company plans to attract more SME
customers through its FinTech propositions, currently consisting of the ULend peer-to-peer lending platform, and more
retail individual customers through the credit card products supported by its potential to cross sell credit cards to existing
consumer finance customers.




The Company takes into consideration the importance of developing new innovative products and services to expand
market penetration in order to adapt to the constant changes in the financial services sector. The Company seeks to be
the preferred financing choice for customers. Accordingly, it is planning to maximize profit growth by increasing its market
share in this sector. This expansion can be achieved through innovative online services and geographic expansion.

1.2.3.3 Maintaining the quality of the credit portfolio

The Company focuses on maintaining the quality and strength of its credit portfolio and its strength to ensure sustainable
growth. The Company seeks to grow its portfolio without impacting the quality of its financing portfolio and profitability in
compliance with its strict credit standards for the purpose of increasing its revenues and overall profitability. In addition,
the Company aims to anticipate the changing market conditions to support profitability by hedging its floating profit rates
and renegotiating on a periodic basis with its financiers to reduce the impact of changes in interest rates on its profit
margins, in addition to taking the necessary measures to limit the increase in the portfolio distress through the Collection
Management (for more details, see Section 4.5.11 “Collection Management”).

1.2.3.4 Business lines targeting a wide spectrum of customers
a. Consumer finance

As at 31 March 2021G, consumer financing was the primary segment of the Company, representing 92.4% of the
Company'’s lending portfolio being in this category. Due to a large number of employees in the public sector, the Company
has a higher market penetration potential in the consumer finance segment. The Company had more than forty-four
thousand (44,000) customers from the public sector as of 31 March 2021G, which represents an upside potential for the
Company. The Company is targeting to open most of its upcoming branches in areas that are mostly populated by civil
and military sector government employees. Furthermore, the percentage of women working in the public and private
sectors is expected to increase, in line with Vision 2030, which is expected to result in an increase in the number of public
and private employees in general.

With over 18 years of experience in the consumer finance sector, during which the Company was able to optimize its
credit cycle model, now supported by external and proprietary tools, such as the Saudi Credit Bureau (SIMAH) and other
external credit scoring systems, the Company is currently targeting to expand its consumer finance business line to
include high-income private sector employees.

b. SME financing

As at 31 March 2021G, SME financing represented 7.6% of the credit card and finance portfolio with government support
extended to SMEs, finance companies in the Kingdom have a great opportunity to increase the volume of targeted
financing for SMEs, as SMEs contribution to the Kingdom’s GDP is expected to increase from 28.75% in the second
quarter of 2020G to 35% by 2030G which should support growth within the sector. This presents an opportunity for the
Company to further expand its financing activities in the SME space and grow its SME portfolio through its presence in
various regions across Saudi Arabia. Additionally, the Company offers a variety of SME finance products, such as secured
SME finance and FinTech lending under its FinTech lending scheme. Moreover, the Company’s recent SME finance
offering included working capital financing including financing customer operational obligations, point of sale financing
and insurance policy finance products.

c. FinTech Lending

On 25/08/1441H (corresponding to 19/04/2020G), the Company was authorized by SAMA, by virtue of a non-objection
letterto provide FinTech services through approving the trial of crowfunding platformin a regulatory sandbox environment.
Therefore, in 2020G, the Company expanded its product range with the introduction of FinTech lending, which currently
includes ULend, a crowdfunding platform enabling the Company to provide peer-to-peer lending services. As at the
date of this Prospectus, the Company’s FinTech lending activities were fully-focused on SME customers, however the
Company may, in the future, develop other products under its FinTech business line to include individual customers.

The Company believes that FinTech lending (peer-to-peer lending) is a form of lending that will help meeting the financing
shortage in the Saudi market and provides lenders with an opportunity to gain profits in addition to their contribution
to financing of borrowers in need of capital. The FinTech lending business line is fully conducted on the “ULend” online
platform which simplifies the lending process.




d. Credit cards

In 2020G, the Company expanded its product range with the introduction of credit cards on the VISA platform. Initially
offered to its existing customer base, the Company plans to attract its current customers in addition to using its marketing
platform to introduce new products to attract a new client base. The Company does not impose any annual fees to its
credit card customers who pay their payables due on time and use 70% of the credit limit within one year, noting by that
the credit limit differs from one customer to another depending on theirincome, and that is based on SAMA’s Responsible
Individual Finance Principles.

1.3 Key Strengths

1.31 Leaderin Consumer and SME Finance Market

The Company is one of the major players in the non-bank financing market with total assets of one billion eight hundred
sixty-nine million four hundred one thousand Saudi Riyals (SAR 1,869,401,000) and total shareholders’ equity of one billion
one hundred nineteen million three hundred seventy-five thousand Saudi Riyals (SAR 1,119,375,000) as at 31 December
2020G. As at 31 March 2021G, the Company had a 18% market share by loans in consumer finance from individual financing
company loans making it the market leader.

The Company believes that SAMA’s policy to increase the share of NBFls in the Saudi finance market, supported by
the initiatives of the Financial Sector Development Program as part of Vision 2030, will further stimulate growth in the
sector. Compared to other countries in the GCC region, the consumer finance market in Saudi Arabia is under penetrated
and has a growth potential which may lead to a strong growth outlook in the short to medium-term. Consumer finance
accounted for 14.5% of GDP in Saudi Arabia in 2019G, as compared to an average of 25.9% in 2019G in the other countries
in the GCC region (for more details, see Section 3 (“Market Overview”) of this Prospectus).

In addition, the number of SME finance contracts with banks increased by 57.8% during the year ended 31 December
2020G, compared to the year ended 31 December 2019G. On the other hand, the number of SME finance contracts with
non-real estate financing companies increased at a faster pace by 26.7% during the same period. Financing Companies
are aiming to capture a larger market share of SME finance with the growth of the segment supported by the Kafalah
Program, Monsha’at and other government-led incentives to facilitate the access of SMEs to financing and increase their
contribution to Saudi Arabia’s GDP, in line with Vision 2030 (for more details, see Section 3 “Market Overview” of this
Prospectus).

1.3.2 Flagship Brand in the Saudi Consumer Finance Space with a Strong
Distribution Network across Saudi Arabia

The Company’s brand “Nayifat” is widely recognised throughout Saudi Arabia as a result of its strong customer centric
track record of providing financial services for more than 19 years. The Company’s overall geographical and digital footprint
(online and social media presence) enables it to reach large cities and under-banked locations in Saudi Arabia (For more
details, see Section 12.4 (“Company Branches”) of this Prospectus). The Company believes that further increase in its
online and social media presence will further expand its client base to remaining locations in the Kingdom at a relatively
low cost base, by utilizing the existing platform.

1.3.3  Unique Positioning with Dominant Market Share and Price-Competitive
Products

As at the first quarter of 2021G, the Company has a 18% market share of the consumer finance sector in the non-real estate
financing companies sector in Saudi Arabia, making it the market leader?. As at 31 December 2020G, the Company’s gross
receivables net of unearned Islamic finance income was one billion five hundred and sixty-three million nine hundred
twenty thousand Saudi Riyals (SAR 1,563,920,000) with more than 44,000 active loan accounts, as at 31 March 2021G.

1 Note: (Calculated using the Company’s gross receivables net of unearned finance incomebased on data issued by SAMA)
2 Note: Calculated using the Company’s gross receivables net of unearned finance income based on data issued by SAMA.




1.3.4 Well-Positioned to Capitalise on Identified Growth Opportunities and
Developed Comprehensive Product Suite

1.3.41 Consumer finance

The Company is well-positioned to leverage its robust network of branches throughout Saudi Arabia along with modern-
channel marketing activities (online sales activities) to expand its consumer finance customer base beyond the segment
of Saudi employees working in the public sector. The Company is able to deploy its well-established and tested model to
attract customer from the private sector, including non-Saudi customers. The Company’s overall geographical and digital
footprint (online and social media presence) enables it to cover large cities and under-banked remote areas in Saudi
Arabia. The Company believes that further increase in its online and social media presence will further expand its client
base as opposed to the public employees sector. Hence, the Company is capable of using its active business model which
was previously tested to attract customers from the private sector, including non-Saudi customers. Within this context,
the Company launched an online tool enabling prospective customers to apply for consumer finance products on the
Company’s website, which will enable the Company to increase its customer base while expanding its online footprint. In
addition, the Company has the ability to capitalise on strong trends in the growth of the consumer finance industry while
benefitting from its industry leader position. As at the first quarter of 2021G, the Company has a 18% market share, based
on the volume of finance it grants to customers.?

1.3.4.2 SME Financing

The SME sector is a key focus area for the Saudi government under Vision 2030 with dedicated programs to develop the
sector. Under Vision 2030, SMEs’ GDP contribution is expected to increase from 28.75% as at 30 July 2019G to 35% by
2030G. In its SME finance business line, the Company has an opportunity for expansion by concentrating on sectors that
are aimed to be privatised as part of Vision 2030. In addition, the Company is able to leverage its operational capabilities
to expand the product range it offers to SME customers. The Company’s operational capabilities are its branch network,
geographical distribution, ULend platform, activation of the inter-departemantel sale and the credit-card services.

1.3.4.3 FinTech

Inits recently launched FinTech proposition, the Company targets new SME customers in an innovative way. The Company
established a peer-to-peer (crowdfunding) platform called “ULend” where parties seeking funding apply online for funding
requirements. As at the date of this Prospectus, the Company’s FinTech customers were primarily former SME customers
of the Company, however the platform also allows participation of individuals. The Company’s FinTech business line is a
relatively low capital business with the majority of the risks being borne by investors (for more details, see section 4-5-5
“FinTech” of this Prospectus).

1.3.4.4 Credit cards

The Company is the first financing company that is licensed to issue credit cards on the VISA platform in the Kingdom. In
its credit cards business line, the Company has a strong cross-selling potential by leveraging its existing customer base.
The Company is aiming to launch corporate cards in 2021G. In addition to its strategic partnership with Visa, the Company
intends to establish other partnerships with international credit card service providers in the near future. The Company’s
credit card business line is expected to be supported by the Saudi government’s target of 70% cashless payments under
Vision 2030.

a. Prudent Risk Management and Governance Framework Resulting in Superior Asset Quality

The Company adopts an effective governance framework, which includes pro-active set up of various committees that
report directly to the Board and are intended to define the risk/return appetite within the Company’s business strategy as
well as identify, monitor and manage potential areas of risk.

The Company has a systematic credit assessment and risk management framework ensuring adequate risk identification,
control and management. The Company has organized and simplified the processes and systems designed to maintain
the quality of its portfolio. In addition to the assessment of the customer’s solvency, the Company also assesses the
customer’s consumption behaviours and patterns prior to approving any financing.

3 Note: Calculated using the Company’s gross receivables net of unearned finance income in consumer finance, making it the market
leader (Source: SAMA)




The Company has a multi-pronged collection mechanism. Periodic instalments due from customers are received
through various collection means such as standing instructions, direct debit from the customer’s bank account and
existing payment instructions with the support of an experienced and highly-qualified collection team equipped with
automated communication systems (e.g., Auto-Dialer System, Voice Blaster, SMSs). In addition, there are arrangements
with external collection teams when payments exceed their due dates. The Collection Department of the Company is
supported by internal and external legal teams. The effectiveness of the Collection Department of the Company has
been demonstrated in its ability to maintain high levels of collection efficiency and a relatively lower delinquency rate.
The Company has a resilient loan portfolio with non-performing loans (“NPLs”) representing 8.8%, 8.4% and 5.1% of the
Company'’s total loan portfolio, in March 2021G, December 2020G and December 2019G, respectively. NPLs ratio for non-
banking financial institutions in the Kingdom for the year ending on the 31st of December 2019G stood at 10.58%.

b. Strong Financial Performance with a Strong Track Record of Superior Returns Supported by
Robust Risk Management

The Company has demonstrated strong financial performance where its operating income grew at a CAGR of 13.2%
between 2018G and 2020G and gross receivables (net unearned Islamic finance income) grew at a CAGR of 2% between
the same period. The Company has significant scale with its total assets amounting to one billion, eight hundred sixty-
nine million, four hundred one thousand Saudi Riyals (SAR 1,869,401,000) and its total net Islamic financing (net of
unearned financing) amounting to one billion five, hundred twenty million, five hundred eighty-three thousand Saudi
Riyals (SAR 1,520,583,000) as at 31 December 2020G. The Company also has a strong equity base of one billion, one
hundred nineteen million, three hundred seventy-five thousand Saudi Riyals (SAR 1,119,375,000) with its receivables to
shareholders’ equity ratio (calculated as net receivables over equity) of 1.4x as at 31 December 2020G, well below the
threshold of 3.5x applicable to the Company by SAMA.

This strong performance is mainly due to the efficiency of the Company’s recovery and collection team, which relies
on a robust collection system consisting of predictive dialing and auto dialing technologies and is supported by strong
internal and external legal teams (for more details, please see Section 4.5.11“Collection management” of this Prospectus)
The high rates of recoveries lead to a decrease in the level of accounting write-offs, resulting in a decrease in net credit
loss (for more details, please see Section 4.4.6"“Strong financial performance with a consistent track record of superior
returns supported by robust risk management” and Section 2.1.30“Risks associated with the change of the applicable
accounting policies” of this Prospectus).

c. Further Headroom for Growth Supported by a Robust Capital Position Whilst Maintaining
Dividends

The Company has a significant capital base that supports its organic growth. The Company’s finance receivables to equity
ratio (calculated as net receivables over equity) of 1.4x and 1.3x as at 31 December 2020G and 31 March 2021G, respectively,
which was significantly below the applicable threshold of 3.5x, which provides the Company with additional finance capacity
of two billion six hundred million Saudi Riyals (SAR 2,600,000,000), without needing to raise additional capital. In addition,
following the Offering, the Company will gain access to capital markets. The Company may access additional funding
through securitisation, sukuk issuances, and by applying for a SAMA licence to accept term deposits under SAMA’s new
regulations on Deposit Taking Finance Companies (DTFCs) issued in November 2020G. These new regulations enable
financing companies to accept deposits and provide the Company with an additional channel for funding in the future.

In addition, the Company has a solid dividend pay-out track record as it distributed 10% of its share capital over the past three
financial years as dividends which represented 48%, 39% and 49% of its net income in 2018G, 2019G and 2020G, respectively,
and the Company believes it is well positioned to continue distributing dividends to its Shareholders in the future.

d. Strong Shareholder Base Supporting a Highly Experienced Board and Management

The Company has a strong shareholder base, most notably FALCOM Holding Company which provides the Company with
ownership stability, and well-established corporate governance framework. The Shareholders’ strong commitment to the
growth of the Company’s business is demonstrated by prioritizing reinvestment of profits and capitalization over payouts
for the first 15 years since incorporation. The Company’s shareholder base is further supported by its Board of Directors
which has significant experience in financial institutions and retail business. The Board of Directors of the Company is
complemented by its strong senior management team which has strong market know-how and professional experience
in financial services.




1.4 Market Information

The consumer finance market in the Kingdom has consistently grown over the last five years. Consumer loans disbursed
by banks, including credit cards, were worth SAR 397.3 billion as at the first quarter of 2021G based on 4SiGHT analysis
and the data derived from SAMA’s monthly report for May 2021G (SAMA: https://www.sama.gov.sa). Consumer loans
grew from SAR 329 billion in 2016G to SAR 384 billion in 2020G at a CAGR of 3.9%. The growth was primarily driven by
favourable demographic trends and the increasing number of economic initiatives launched by the government.

In addition, according to 4Sight analysis and the data derived from SAMA’s monthly report for May 2021G, Loans extended
to micro, small and medium enterprises (MSME) by banks as at the first quarter of 20210G were worth SAR 175 billion and
it grew from SAR 108 billion in 2019G to SAR 170 billion in 2020G thus registering a growth of 57.8% in 2020G as compared
to 2019G. The Kafalah Program is one of the major drivers for MSME finance in the Kingdom. The program aims to provide
financial institutions with the required guarantees to help MSMEs and entrepreneurs obtain the required facilities to
support and develop their business (SAMA: www.sama.gov.sa).

Consumer financing extended by non-real estate NBFIs was worth SAR 8,734 million as at the first quarter of 2021G
and it registered a sustained growth of 222.4% with respect to the first quarter of 2020G (SAR 2,709 million). According
to 4Sight analysis and the data derived from SAMA’'s monthly report for May 2021G, It is estimated that the consumer
financing extended by non-real estate NBFIs will grow at a CAGR of 20.6% from SAR 6,203 million in 2020G to SAR 13,139
million in 2024G. Loans to MSMEs extended by non-real estate NBFIs were estimated to be SAR 12,966 million as at the
first quarter of 2021G, and they registered a growth of 34.1% with respect to the year 2020G (SAR 9,676 million). It is
estimated that the MSME loans extended by non-real estate NBFls will grow at a CAGR of 14.2% from SAR 11,887 million
in 2020G to SAR 20,209 million in 2024G. (SAMA: www.sama.gov.sa)

A key objective of Vision 2030 is to diversify the Kingdom’'s economy, which would offer an upside boost to the financial
sector in the Kingdom. This can be witnessed in the Financial Sector Development Program (FSDP) initiative, one of
the 12 executive programs under Vision 2030. The program envisages greater transparency in the financial ecosystem,
simplification of loan processes, and higher SME contribution to the GDP. (Saudi Vision: www.vision2030.gov.sa)

According to 4Sight analysis, Consumer finance and MSME financing in Saudi Arabia is expected to witness stable growth
in the upcoming years supported by the population growth expected until 2025G which will advantage the growth of the
non-real estate financing companies.

It is anticipated that the gap between personal income per capita and personal consumption per capita will continue during
2021G-2025G, which will stimulate the demand for personal finance services. (General Authority for Statistics: www.stats.gov.sa)

The Saudi government has undertaken several initiatives to boost electronic payments in the Kingdom, hence increased
adoption of electronic payments coupled with higher e-commerce sales is expected to stimulate the credit card financing
market.

The Saudi government is actively encouraging the growth of non-oil sectors and is focused on supporting the development
of the manufacturing sector in the Kingdom. This is expected to provide a boost to small-scale manufacturing units and
SMEs, and hence result in a higher need for SME financing.

The government is promoting a public-private partnership model across various sectors by increasing the private sector’s
contribution. This will allow a greater degree of participation by SMEs, thereby boosting the demand for SME finance.

Initiatives by the Saudi government to position the Kingdom as entertainment, cultural and heritage hub within the
Middle East region are expected to draw tourism and improve performance across the tourism and hospitality sectors.
The government plans to increase the tourism sector’s contribution to the GDP from 3% in 2020G to more than 10% by
2030G. (Ministry of Tourism: www.mt.gov.sa)

The private sector and SMEs are key enablers of economic growth and employment generation. The government is promoting
a public private-partnership (PPP) model by increasing the private sector’s participation in various economic sectors.
Privatization targets set under Vision 2030 will allow a greater degree of participation by SMEs, thereby creating a higher
demand for SME finance. Based on Saudi FinTech Report 2020 (Saudi FinTech Report 2020: https://fintechsaudi.com)

Based on the Saudi FinTech report, the FinTech industry in the Kingdom is growing at a rapid rate. The value of FinTech
transactions is expected to grow from SAR 75 billion in 2019G to more than SAR 123 billion by 2023G. Vision 2030 initiatives,
growing use of online payments, and e-commerce adoption are major factors driving the FinTech sector in Saudi Arabia.




Summary of Financial Information and Key Performance Indicators
and Financial Indicators Not Defined in the IFRS (non-IFRS)

The Company’s financial information set out below is derived from the 2018G Financial Statements, 2019G Financial
Statements, 2020G Financial Statements, and the 2021G Three Month Interim Period Financial Statements.

The Company supplements the use of IFRS financial measures with non-IFRS financial measures. These non-IFRS
financial measures do not have a standardised definition and purpose and other companies may calculate them differently.
Therefore, the Company’s non-IFRS financial measures may not be comparable to similarly titled measures presented
by other companies and should not be relied upon to the exclusion of IFRS financial measures. The Company believes
that the historical non-IFRS financial measures are useful as an additional tool to help management and investors make
informed decisions about the Company’s financial and operating performance or liquidity

Prospective investors should read the selected financial information in conjunction with the information provided in the
Section 2 (“Risk Factors”) and Section 6 (“Management’s Discussion and Analysis of Financial Condition and Results of
Operations”) and the Financial Statements and other financial data contained elsewhere in this Prospectus.

For the Three
For the year ended 31 December Months period
Item ended 31 March
2018G 2019G 2020G 2021G
(SAR thousands)
Statement of Income
Income from Islamic financing 322,278 389,888 414,470 99,059
Otherincome 3,111 2,414 2,439 325
Expenses
Finance costs (51,991) (55,570) (43,225) (5,999)
Reversal of impairment - net 14127 25,482 1,470 5,409
Employee related expenses and salaries (81,025) (96,387) (98,451) (20,787)
Other general and administrative expenses (29,507) (42,344) (38,980) (10,301)
Depreciation and amortization (4,625) (9,951) (11,962) (3,082)
Net income before Zakat 172,368 213,532 225,761 64,624
Zakat charges for the year/ period (17,237) (21,532) (24,296) (6,700)
Reversal of prior year 21,430 26,821
Net Income for the year/period 176,561 218,821 201,465 57,924
For the three
For the year ended 31 December month period
ended 31 March
2018G 2019G 2020G 2021G
(SAR thousands)
Statement of Financial Position
Total assets 1,753,169 1,988,770 1,869,401 1,835,653
Total liabilities 805,421 972,353 750,026 658,354
Shareholders’ equity
Share capital 850,000 1,000,000 1,000,000 1,000,000
Treasury shares - (65,152)
Statutory reserve 18,261 40,143 60,290 60,290
Retained earnings 79,487 41,426 59,085 117,009
Total shareholders’ equity 947,748 1,016,417 1,119,375 1,177,299

Total liabilities and shareholders’ equity 1,753,169 1,988,770 1,869,401 1,835,653




For the three

For the year ended 31 December month period
ended 31 March
2018G 2019G 2020G 2021G
(SAR thousands)

Statement of Cash Flows

Net cash generated from / (utilised in)
operating activities
Net cash used in investing activities (83,599) (36,409) (91,729) 46,189

Net cash generated from / (utilised in)
financing activities

230,630 (53,306) 425,129 30,370

(311,414) 31,080 (315,904) (95,268)

Source: Financial Statements

For the three
month period

For the year ended and as at 31 December ended and as at

31 March
2018G 2019G 2020G 2021G
KPIs and Non-IFRS financial Measures

Net profit margin (before Zakat) (%) 53.5% 54.8% 54.5% 65.2%
E/S)turn on average assets (before Zakat) 0.4% 11.4% 11.7% 14.0%
Return on average equity (before Zakat) (%) 191% 21.7% 21.1% 22.5%
z\tl;tq:slfmic financing receivables to loans 21 5 23 28
Debt to equity (times) 0.7 0.9 0.6 0.5
I(:ilranrgisci financing receivables to equity 15 17 14 13
Gearing (%) 5.9% 6.3% 51% 3.3%
Net profit rate spread (%) 171% 18.5% 20.2% 221%
Liquidity ratio (times) 1.7 1.6 2.0 2.2

Source: Management Information

The above non-IFRS financial measures have been included in this Prospectus to facilitate a better understanding of
the Company’s historic trends of operation and financial position. The Company uses non-IFRS financial measures as
supplementary information to its IFRS based operating performance and financial position. The non-IFRS financial
measures are not measurements of Nayifat's operating performance or liquidity under IFRS and should not be used
instead of, or considered as alternatives to, any measures of performance or liquidity under IFRS. The non-IFRS financial
measures relate to the reporting periods described in this Prospectus and are not intended to be predictive of future
results. In addition, other companies, including those in Nayifat’s industry, may calculate similarly titled non-IFRS financial
measures differently from Nayifat. Because companies do not calculate these non-IFRS financial measures in the same
manner, Nayifat’s presentation of such non-IFRS financial measures may not be comparable to other similarly titled non-
IFRS financial measures used by other companies.




Summary of Risk Factors

Before considering an investment in the Offer Shares, prospective investors are advised to carefully consider all
information contained in this Prospectus prior to making any decision to invest in the Offer Shares, particularly the risk
factors stated below, which are described in detail in Section 2 (“Risk Factors”).

Risks Related to the Company’s Operations and Activities

15-
16-
17-
18-
19-

20
21-
22-
23-

25-
26-
27-
28-
29-
30-
31-

32-
33-
34-
35-

Risks related to the concentration of the Company’s business on providing credit products principally to individuals
in the public sector and secondarily to SMEs.

Risks related to the concentration of products provided by the Company.

Risks related to material concentrated exposure to the non-bank financing industry and the marcroeconomic
environment in the Kingdom.

Credit risks, payment default and collection risks.

Risks related to the accuracy and completeness of information about existing customers and applicants.

Risks related to the settlement of loans and the parties dealing with the Company .

Risks related to unsecured finance.

Risks related to the Company’s financial resources and liquidity.

Risks related to working capital.

Risks related to the fluctuation of financing cost and the profit rate.

Risks related to finance agreements.

Risks related to overleverage and credit ratings.

Risks related to the Company’s reliance on information technology systems and exposure to cyber-security risks.

Risks related to the financial services industry’s ongoing improvements in operational infrastructure and information
technology.

Risks related to customer data protection and privacy laws.

Risks related to the Company’s failure to obtain and renew necessary licenses, permits and certificates.
Risks related to following the Company’s rules and regulations.

Risks related to potential Zakat liability.

Risks related to infectious disease outbreaks or other public health concerns, including the on-going global spread
of the coronavirus (COVID-19).

Risks related to risk management policies and procedures.
Risks related to the Company’s dependence on a single credit card provider.
Risks related to new products.

Risks related to the Company'’s strategy and its failure to implement future business strategies successfully, on time,
or atall.

Risks related to leasing of branches and the head office.

Risks related to the Company’s reliance on its Senior Management and key personnel.
Risks related to lack of experience managing a public joint stock company.

Risks related to transactions with Related Parties.

Risks related to the Company’s use of third-party service providers.

Risk related to adequacy of the Company’s insurance coverage.

Risks related to changing the applied accounting policies.

Risks related to protection of the Company’s trade name and trademark.

Risks related to litigation.

Risks related to interpreting Shariah principles.

Risks related to the impact of seasonal factors on the Company’s revenues.

Risks related to employee misconduct and errors.




Risks Related to the Market, Industry and Regulatory Environment
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The impact of the highly competitive industry in which the Company operates.

Risks related to the development and growth of the non-banking financial sector.

Impact of economic and political risks on the Company’s operations.

Risks related to de-pegging the selling price of the Saudi Riyal from U.S. Dollar and re-pegging it at a different rate.
Risks related to the monetary union established by certain GCC countries.

Risks related to the highly regulated and evolving financial services industry in Saudi Arabia.

Risks related to white land fees.

Risks related to changes to the mechanism for calculating Zakat and income tax.

Risks related to Value Added Tax.

10- The impact of changes in laws and government policies in Saudi Arabia.

11-
12-
13-

Risks related to compliance with Saudization and labour laws.
Risks related to higher government fees for the employment of non-Saudi employees.

Risks Related to the occurrence of natural disasters.

Risks Related to the Offer Shares
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Risks related to the market, and potential volatility and fluctuation of Share prices.
Risks related to lack of demand for the Shares.

Risks related to effective control post-Offering by the Substantial Shareholders.
Risks related to the absence of an existing market for the Company’s Shares.
Risks related to the Company’s ability to distribute dividends.

Risks related to selling a large number of Shares on the market.

Risks related to the issuance of new Shares in the future.

Risks related to foreign exchange rates when investing in the Offer Shares.
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Advisors

Affiliates

Asset-Liability
Committee

Audit Committee
Auditor

Bayan

Beneficial Ownership

Bid Form

Board of Directors or
Board

Bid/Subscription Orders

Book-Building Period
Bookrunners

Business day

Bylaws

Capital Market Institution
CEO

Chairman

CMA

CML or Capital Market
Law

Committees

Companies Law
Company

Corporate Governance
Regulations

Credit Committee

Definitions and Abbreviations

The Company’s advisors in relation to the Offering, whose names appear on Pages (viii) to (x)
of this Prospectus.

Subsidiaries that are connected with each other due to being owned by the same parent
company.

The Company'’s Asset-Liability Committee.

The Company’s Certified Public

Accountants.

independent auditors, PricewaterhouseCoopers

The Company'’s external auditor, PricewaterhouseCoopers - Public Accountants.

A Saudi closed joint stock company licensed by SAMA to operate as a provider of integrated
commercial credit services to companies in the Kingdom.

A person shall be treated as a beneficial owner of shares if they have the ultimate beneficial
ownership or control of the shares, whether through a chain of companies or otherwise.

The application form to be used by Participating Parties to apply for the Offer Shares during
the Book-Building Period. This term includes, when applicable, the appended application
form when the price range is changed.

The Company’s Board of Directors.

Bid or subscription orders submitted to the Bookrunners by phone or e-mail, without the
need to complete and sign a Bid Form, in accordance with the instructions set out in Section
17 (“Subscription Terms and Conditions”).

The period during which Participating Parties may submit Bid Forms or Bid/Subscription
Orders, specified in the Section (“Key Dates and Subscription Procedures”) on Page (xx).

HSBC Saudi Arabia, GIB Capital and Saudi Fransi Capital.

Any day (with the exception of Fridays, Saturdays and official holidays in the Kingdom of Saudi
Arabia) on which the Receiving Entities are open for business.

The Company’s Bylaws approved by the General Assembly, as summarised in Subsection
12.15 (“Summary of Company Bylaws”) of this Prospectus.

A capital market institution licensed by CMA to engage in securities business.
Chief Executive Officer.

Chairman of the Board.

The Capital Market Authority.

The Capital Market Law, promulgated by Royal Decree No M/30 dated 02/06/1424H
(corresponding to 01/08/2003G) as amended.

The Audit Committee, Nomination and Remuneration Committee, Executive Committee,
Risk Committee, Credit Committee, Asset-Liability Committee, and Strategic Committee.

The Companies Law promulgated by Royal Decree No. M/3 dated 28/01/1437H (corresponding
to 10/11/2015G), as amended.

Nayifat Finance Company.

The Corporate Governance Regulations issued by CMA Board Resolution No. 8-16-2017
dated 16/05/1438H (corresponding to 13/02/2017G) as amended pursuant to CMA Board
Resolution No. 1-7-2021 dated 1/6/1442H (corresponding to 14/01/2021G), as amended.

The Company’s Credit Committee.




Crowdfunding

Customer Acquisition
System or CAS

Current Shareholders

Cyber-security

Data Provider

Debt Burden Ration
(“DBR”)

Directors

Dynamics 365

Exchange or Tadawul

Executive Committee

Extraordinary General
Assembly

Financial Advisor

Financial Institutions
Financial Statements

Financial Year

Financing Companies
Law

FinnOne

FinTech

Foreign Investors

Futures or Tawarruq

GCC

GDP

A platform that enables the Company’s customers, including individuals and SMEs, to
contribute to funding a portion of the financing that the Company provides to a finance
beneficiary from their own funds, in return for a share in the profits resulting from such
financing. Crowdfunding includes:

¢ Ownership backed financing
e Loan financing

A program that automates a lot of commercial transactions and activities related to financing
and credit card transactions and limits their associated risk.

The Shareholders whose names are listed in Table 42: (“Ownership Structure of the Company
Pre-and Post-Offering”).

The protection of electronic systems, networks and programs from digital attacks, which
usually aim to access, change or destroy sensitive information or extort money from users.

The Economist Intelligence Unit - EIU
Debt Burden Ratio that is calculated over monthly disposable income of the consumer

Members of the Company’s Board of Directors.

A Microsoft software system comprising a set of applications for managing a company’s
business processes.

Saudi Tadawul Company (Saudi Stock Exchange), which is the subsidiary company of Saudi
Tadawul Group.

The Company’s Executive Committee.

An extraordinary general assembly of Shareholders convened in accordance with the
Company’s Bylaws.

HSBC Saudi Arabia.
Commercial banks and financing companies.

2018G Financial Statements, 2019G Financial Statements, 2020G Financial Statements and
2021G Three Month Interim Period Financial Statements.

The financial year of the Company, from 1January to 31 December of each financial year.

The Saudi Financing Companies Law promulgated by Royal Decree No. M/51 dated
13/08/1433H (corresponding to 03/07/2012G), as amended.

A finance management system used to manage the customer initiation cycle, debt collection
and the financial input.

The utilisation of new technologies in financial services.

Non-GCC individuals residing outside the Kingdom and non-GCC institutions incorporated
outside the GCC region who have the right to invest indirectly to acquire an economic benefit
in the Offer Shares by entering into swaps with a Capital Market Institution to purchase
Shares listed on the Exchange.

As a means of Islamic financing, a forward sale contract or tawarruq is an agreement whereby
the Company sells a commodity or an asset to its customer on deferred payment basis. The
Company’s selling price comprises the cost plus an agreed profit margin. The customer sells
the same commodity or asset to a third party at market price to obtain the required financing
amount.

Gregorian.

The Cooperation Council for the Arab States of the Gulf, with member states including Saudi
Arabia, Bahrain, Kuwait, Oman, Qatar and United Arab Emirates.

Gross Domestic Product (the broadest quantitative measure of a country’s total economic
activity, representing the monetary value of all goods and services produced within a
country’s geographic borders over a specific period of time).




GDP per Capita

General Assembly

General Authority for
Small and Medium
Enterprises (Monsha'at)

GOSI
H
IASB

IFRS

IFRS 9

ljarah

Individual Investors

Instructions for Strategic
Foreign Investors

Retail Subscription
Application Form

Investment Funds
Regulations

Investors
ISA 34

ISO

Issuer

Lead Manager
Kafalah

KYC (Know your
Customer)

GDP per capita is a measure of the average income per person in a country (calculated by
dividing the GDP by the population).

An Extraordinary General Assembly and/or an Ordinary General Assembly. “General
Assembly” shall mean any Company General Assembly.

The General Authority for Small and Medium Enterprises (Monsha'at) was established in
2016G. Its objectives are to regulate, support, develop and nurture the SME sector in line
with the best global practices, to raise the productivity of these enterprises and increase their
contribution to GDP from 20% to 35% by 2030G.

General Organization for Social Insurance in Saudi Arabia.
Hijri.
International Accounting Standards Board.

International Financial Reporting Standards as endorsed in the Kingdom of Saudi Arabia and
other standards and pronouncments issued by SOCPA.

International Financial Reporting Standard No. 9 “Financial Instruments” issued by IASB
as endorsed in the Kingdom. This standard covers the accounting procedures related to
financial instruments.

As a means of Islamic financing, ljarah is an agreement whereby the Company, acting as a
lessor, purchases or constructs an asset for lease according to the request and specifications
of the customer (lessee), based on their promise to lease the asset for an agreed rent for a
specific period. An ljarah could end with the transfer of ownership of the leased asset to the
lessee. Islamic financing receivables for ljarah represent the net investment in leased assets
for a specific period, which either approximates or covers a major portion of the estimated
useful lives of these assets. The agreement includes a separate undertaking on the part of
the Company to sell the leased assets to the lessee at the end of the lease.

Saudi Arabian nationals, including any Saudi female divorcee or widow with minor children
from a marriage to a non-Saudi person who can subscribe for her own benefit or in the
names of her minor children, on the condition that she proves that she is a divorcee or widow
and the mother of her minor children, any non-Saudi natural person who is resident in the
Kingdom and any GCC national, in each case who has a bank account and is allowed to open
an investment account.

Instructions organizing the ownership of strategic shares by strategic investors in the listed
companies.

The Subscription Application Form to be filled out by Individual Investors to subscribe for the
Offer Shares during the Offering Period for Individual Investors.

The Investment Funds Regulations issued by CMA Board Resolution No. 1219-2006 dated
03/12/1427H (corresponding to 24/12/2006G), in accordance with the CMA Law promulgated
by Royal Decree No. M/30 dated 02/06/1424H, as amended by CMA Board Resolution No.
2-22-2021 dated 12/07/1442H (corresponding to 24/02/2021G).

Participating Parties and Individual Investors.

The International Accounting Standard 34 “Interim Financial Reporting” that is endorsed in
the Kingdom and standards and pronouncments issued by SOCPA.

International Organization for Standardization.

Nayifat Finance Company.

HSBC Saudi Arabia.

A government program that supports SME finance guarantees.

A process that helps banks and financial institutions learn about customers and their
financial transactions. It includes making reasonable efforts to determine the true identity
of an account-holding customer, their source of funds and the compatibility of the ongoing
operations in the account in relation to its business/transactions.




Labour Law
Lead Manager

Legal Advisor

Listing

Listing Rules

Loan Management

System

Lock-up Period

Market Consultant

MHRSD

Ministry of Commerce

Monsha’at

Moody’s

Murabaha

Nomination and
Remuneration
Committee

Offer Price
Offer Shares

Offering

Offering Period

Official Gazette

Ordinary General
Assembly

The Saudi Labour Law promulgated by Royal Decree No. M/51 dated 23/08/1426H
(corresponding to 27/09/2005G), as amended.

HSBC Saudi Arabia.

The Law Office of Megren M. Al-Shaalan with respect to the Offering inside the Kingdom, and
White & Case LLP with respect to the Offering outside the Kingdom.

Admission to listing of the Company’s Shares on the Exchange in accordance with Listing
Rules.

The Listing Rules approved by CMA Board Resolution No. 3-123-2017 dated 09/04/1439H
(corresponding to 27/12/2017G), as amended by CMA Board Resolution No. 1-22-2021 dated
12/7/1442H (corresponding to 24/02/2021G).

Asystem that links establishments wishing to obtain financing with individuals and institutions
willing to provide financing.

The six-month period during which Substantial Shareholders may not dispose of any of their
shares, commencing on the date trading of the Shares on the Exchange starts. Following
the Lock-up Period, the Substantial Shareholders are free to dispose of their Shares without
CMA's prior approval.

Arabian Market Vision Co. Ltd - 4SIGHT

The Ministry of Human Resources and Social Development in the Kingdom of Saudi Arabia.
The Ministry of Commerce in the Kingdom of Saudi Arabia.

The General Authority for Small and Medium Enterprises

Moody’s Investor Service agency, an international ratings & assessments agency.

As a means of Islamic financing, murabaha is a contract whereby the Company sells to
customers a commodity or an asset, which the company has purchased and acquired based
on the customer’s promise to purchase such commodity or asset. The selling price comprises
the cost plus an agreed profit margin.

The Company’s Nomination and Remuneration Committee.

Thirty four Saudi Riyals (SAR 34) per share.
Thirty-five million (35,000,000) shares, representing 35% of the Company’s share capital.
The initial public offering of the Offer Shares.

The period commencing on Sunday 02/04/1443H (corresponding to 07/11/2021G) and
continuing for a period of two (2) days up to and including the closing day on Monday
03/04/1443H (corresponding to 08/11/2021G)

Um Al-Quira, the official gazette of the KSA's Government.

An ordinary general assembly of Shareholders convened in accordance with the Company’s
Bylaws.




Participating Parties

Participating Parties
Subscription Application
Form

Peer-to-peer lending

Prospectus

Prudential Rules

Public

QFI or Qualified Foreign
Investor

Receiving Entities

Regulation S

These parties are entitled to participate in the book-building process, namely:

a. public and private funds that invest in securities listed on the Exchange, if permissible
according to the terms and conditions of such funds, in compliance with the provisions
and restrictions set forth in the Investment Fund Regulations and the Book-building
Instructions;

b. capital market institutions authorised by the CMA to deal in securities as principals, in
compliance with the provisions set forth in the Prudential Rules when submitting the Bid
Form;

c. customers of a Capital Market Institution authorised by the CMA to conduct management
services in accordance with the provisions and restrictions set forth in the Book-building
Instructions;

d. legal persons allowed to open an investment account in the Kingdom and an account
with the Depository Center, with the exception of non-resident foreign investors, other
than Qualified Foreign Investors in accordance with the Rules for Qualified Foreign
Financial Institutions Investment in Listed Securities, in compliance with CMA Circular
No. 6/05158 dated 11/8/1435H (corresponding to 9/6/2014G), issued pursuant to CMA
Board Resolution No. 9-28-2014 dated 20/7/1435H (corresponding to 19/5/2014G);

e. Government entities and any supranational authority recognised by the CMA, the
Exchange or any other exchange recognised by the CMA or the Depository Center;

f. companies owned by the Government, directly or through a private portfolio manager;
and

g. GCC companies and GCC funds if permissible according to the terms and conditions of
such funds.

The Subscription Application Form to be filled out by Participating Parties following the
allocation of Offer Shares based on the number of Offer Shares initially allocated thereto.

ULend platform is used to connect SMEs willing to directly finance.

This Prospectus, prepared by the Company in relation to the Offering.

The Prudential Rules issued pursuant to CMA Board Resolution No. 1-40-2012 dated
17/02/1434H (corresponding to 30/12/2012G), as amended.

Any person other than those listed below:

1. affiliates of the Issuer;

Substantial Shareholders of the Issuer;

Directors and Senior Executives of the Issuer;

directors and senior executives of the Issuer’s affiliates;

directors and senior executives of the Issuer’s Substantial Shareholders;

any relatives of the persons referred to in (1, 2, 3, 4, or 5) above;

any company controlled by any person referred to in (1, 2, 3, 4, 5 or 6) above; and

® N oo p e

persons acting in concert and, collectively, holding 5% or more of the class of shares to
be listed.

A foreign investor qualified in accordance with the Rules for Qualified Foreign Financial
Institutions Investment in Listed Securities to invest in listed securities. Qualification
Applications are submitted to a Capital Market Institution for evaluation and approval in
accordance with the Rules for Qualified Foreign Financial Institutions Investment in Listed
Securities.

The Receiving Entities are those mentioned in page No. (xi) of this Prospectus.

Regulation S under the U.S Securities Act.




Related Party/ Related
Parties

Relatives
Risk Committee
ROSCOs or Rules on the

Offer of Securities and
Continuing Obligations

Rules for Qualified
Foreign Financial
Institutions Investment

SADAD

SAMA

SAS Systems

Saudi Arabian Riyal
Interbank Express
(SARIE)

Saudi Riyal or SAR

Secretary

Selling Shareholders

Senior Executives

Shareholder or
Shareholders

Inthis Prospectus and pursuant to the Glossary of Defined Terms Used in the Regulations and
Rules of the CMA issued pursuant to CMA Board Resolution No. 4-11-2004 dated 20/8/1425H
(corresponding to 4/10/2004G), as amended pursuant to CMA Board Resolution No. 2-22-
2021 dated 12/07/1442H (corresponding to 24/02/2021G), the term “related party” or “related
parties” includes any of the following;:

affiliates of the Issuer;
Substantial Shareholders of the Issuer;

Directors and Senior Executives of the Issuer;

directors and senior executives of the Issuer’s Substantial Shareholders;

a
b

c

d. directors and senior executives of the Issuer’s affiliates;

e

f. relatives of the persons referred to in (a), (b), (c), (d), and (e) above; and
g

any company controlled by any person referred to in (a), (b), (c), (d), (e) and (f) above.

For the purpose of Paragraph (g), “control” shall mean the ability to, directly or indirectly,
influence the acts or decisions of another person, individually or collectively with a relative
or affiliate, through any of the following: (a) holding 30% or more of the voting rights in the
Company; or (b) the right to appoint 30% or more of the administrative staff; and the word
“controlling” shall be construed accordingly.

Husband, wife and minor children.
The Company’s Risk Committee.

The Rules on the Offer of Securities and Continuing Obligations issued by the CMA Board
pursuant to CMA Board Resolution No. 3-123-2017 dated 09/04/1439H (corresponding
to 27/12/2017G) in accordance with the Capital Market Law, as amended by CMA Board
Resolution No. 1-7-2021 dated 01/06/1442H (corresponding to 14/01/2021G).

The Rules for Qualified Foreign Financial Institutions Investment in Listed Securities issued
by the CMA Board pursuant to CMA Board Resolution No. 1-42-2015 dated 15/07/1437H
(corresponding to 04/05/ 2015G), as amended by CMA Board Resolution No. 3-65-2019
dated 14/10/1440H (corresponding to 17/06/2019G), as amended.

A central electronic bill presentment and payment (EBPP) system established by SAMA to
facilitate and streamline bill payments and other payment transactions electronically through
all channels of the Kingdom'’s banks.

The Saudi Central Bank, formerly known as Saudi Arabian Monetary Authority (SAMA).

A statistical software suite developed by SAS Institute for data management, advanced
analytics, multivariate analysis and business intelligence.

The Saudi Arabian Riyal Interbank Express (SARIE) system commenced live operation on
18/01/1418H (corresponding to 14/05/1997G). SARIE is a state-of-the-art bank payment
and settlement system. This system aims to automate financial transfers and ensure they
immediately reach the recipient, reduce financial risks and eliminate the need to carry cash
to make transfers from one bank to another, regulate financial payments in the banking
sector, and lay the technical and procedural foundations for future developments such as
e-commerce.

The Saudi Riyal, the official currency of the Kingdom.

Secretary of the Board.

Shareholders whose names are mentioned in Table 42: (“Ownership Structure of the
Company Pre and Post Offering”) and those who are selling part of their shares in the IPO.

Members of the Company’s Senior Management, as set out in Table 52: (“Details of the
Company’s Executive Management”).

Any owner or owners of shares in the Company.




Shares
SAIBOR
SIMAH

Sister Companies

SMEs

SOCPA

Strategic Committee

Subscription Application
Form

Substantial Shareholder

SWAP Agreements

The Kingdom, KSA or
Saudi Arabia

U.S. Securities Act

ULend Platform

Underwriters

Underwriting Agreement

2018G Financial
Statements

2019G Financial
Statements

2020G Financial
Statements

2021G Three Month
Interim Period Financial
Statements

One hundred million (100,000,000) ordinary shares of the Company, with a fully paid nominal
value of ten Saudi Riyals (SAR 10) per share.

Saudi Arabian interbank offered rate

Saudi Credit Bureau, a credit agency responsible for providing commercial credit information
services and consumer information in the Kingdom.

Subsidiary companies that are associated through being owned by the same parent company.

Small enterprises have 6 to 49 workers or sales of more than SAR 3 million and less than SAR
40 million. Medium enterprises have 50 to 249 workers or sales of more than SAR 40 million
and less than SAR 200 million.

Saudi Organization for Chartered and Professional Accountants (formally known as Saudi
Organization for Certified Public Accountants).

The Company’s Strategic Committee.

The Retail Subscription Application Form and the Participating Parties Subscription
Application Form, as the case may be.

Any person who owns 5% or more of the Issuer’s share capital.

Agreements that give non-Saudi nationals living outside the Kingdom and institutions
registered outside the Kingdom the right to invest indirectly to acquire economic benefits in
the Shares by entering into swaps with a Capital Market Institution licensed by the CMA to
hold and trade in the Shares.

The Kingdom of Saudi Arabia.

The United States Securities Act of 1933, as amended.

One of the financing products provided by the Company under a registered flagship under
the Company’s name which facilitates crowdfunding allowing the Company to provide peer-
to-peer financing services.

HSBC Saudi Arabia, GIB Capital and Saudi Fransi Capital.

The underwriting agreement to be entered into between the Company, the Selling
Shareholders and the Underwriters in connection with the Offering.

The Company’s audited financial statements for the year ended 31 December 2018G (with
comparative data for the year ended 31 December 2017G) prepared in accordance with IFRS,
as modified by SAMA for the accounting of Zakat and income tax.

The Company’s audited financial statements for the year ended 31 December 2019G (with
comparative data for the year ended 31 December 2018G) prepared in accordance with IFRS.

The Company’s audited financial statements for the year ended 31 December 2020G (with
comparative data for the year ended 31 December 2019G) prepared in accordance with IFRS.

The Company’s unaudited condensed interim financial statements for the three month
period ended 31 March 2021G (with comparative data for the three months period ended 31
March 2020G) prepared in accordance with IAS 34.




2- Risk factors

All prospective investors should carefully consider the risk factors below and all information contained in this Prospectus
prior to making any investment decision with regard to the Offer Shares. The risks and uncertainties set out below are
those that the Company currently believes may affect the Company and any investment in the Offer Shares. However,
the risks listed below do not necessarily comprise all those affecting the Company or associated with an investment in
the Offer Shares. There may be additional risks and uncertainties that the Directors are currently not aware of, or that the
Directors currently believe are immaterial.

The occurrence of any such risks and uncertainties may materially and adversely affect the Company’s business, financial
condition, results of operations and prospects, the price of the Shares may decline, the Company'’s ability to pay dividends
could be impaired and investors may lose all or part of their investment. As a result of these and other risks, the forward-
looking events and circumstances discussed in this Prospectus might not occur in the way the Company or the Directors
expect, or at all. Investors should consider all forward looking statements in this Prospectus in light of these explanations
and should not place any reliance on forward-looking statements (see “Forecasts and Forward-Looking Statements” on
page (iii) and section “Director Undertakings” and Section 15 (“Post-listing Undertakings”).

The Company’s Directors also confirm that, to the best of their knowledge and belief, as at the date of this Prospectus
there are no significant risks other than those mentioned in this section that may affect the investors’ decisions to invest
in the Offer Shares.

An investment in the Offer Shares is only proper for investors who are able to assess the risks and benefits of such
investment and who have sufficient resources to bear any loss resulting from this investment. Prospective investors who
have doubts about the procedures to be followed should consult a financial advisor duly licensed by the CMA for advice
about investing in the Offer Shares.

The risks described below are not presented in any assumed order of priority and, thus, do not reflect their expected
impact on the Company. Additional risks and uncertainties, including those currently unknown, or deemed immaterial,
could have the impacts set forth above. Thereupon, risks identified under this section or any other section might not: (i)
include all risks that might affect the Company, its assets, business, operations and the markets it operates in, and/ or (ii)
include all risks relevant to investing in the IPO shares.

2.1 Risks Related to the Company’s Operations and Activities

211 Risks related to the concentration of the Company’s business on providing
credit products principally for individuals in the public sector and secondarily
for SME

The Company'’s business focuses on providing credit products principally to individuals. The Company’s revenue is derived
almost entirely from credit products to individuals. The consumer finance product line represented 100% (SAR 2,148,080
thousand) of the Company’s entire credit card and finance portfolio for the period ended 31 December 2018G, 98.7%
(SAR 2,637,689 thousand) for the period ended 31 December 2019G, and about 95.7% (SAR 2,237,006 thousand) for the
period ended 31 December 2020G and about 92.6% (SAR 2,221,028 thousand) for the three months period ending on 31
March 2021G while the SME product line represented 1.3% (SAR 34,640 thousand) of the Company’s entire credit and
finance portfolio for the period ended 31 December 2019G, about 4.3% (SAR 100,507 thousand) for the period ended 31
December 2020G and about 7.4% (SAR 176,325 thousand) for the period ending on 31 March 2021G. The demand for, and
profitability of, the credit products the Company offers may be reduced due to a variety of factors, such as demographic
patterns, changes in customer preferences or financial conditions, regulatory restrictions that, among other things affect
the pricing of, and/or decrease customer access to, or demand for, particular products or the availability of competing
products. A significant reduction in the demand for, or the profitability of such products would have an adverse effect on
the Company’s business, results of operations, financial condition and/or prospects.

In addition, the ability of borrowers in those two product lines to meet their payment obligations is relatively low compared
to that of larger corporate borrowers, which exposes the Company to higher credit risk of its customers. This could result
in significant write-offs of financing receivables and an increase in provisioning for bad or doubtful debts, which would
negatively affect the Company’s financing covenants with its lenders, (for more details, see Section 12.7. “Financing
Agreements”), limit the Company’s ability to obtain additional funding and meet its obligations, which would have a
material adverse effect on the Company’s business, results of operations and financial condition.




Furthermore, individuals working in the public sector accounted for (95.8%) of the Company’s consumer loan portfolio,
consisting of mostly military personnel as at 31 December 2018G, (94.8%) as at 31 December 2019G, (92.1%) as at 31
December 2020G and (89.1%) for the three months period ending on 31 March 2021G. The concentration of the Company’s
consumer loan customers within the public sectors exposes the Company to any government action affecting the ability
of its employees to meet their financial obligations, which would adversely affect the Company’s business, results of
operations, financial position and prospects.

2.1.2 Risks related to the concentration of products provided by the Company

The Company currently offers three types of financing products: Tawarrugq, ljarah and Murabaha. As at 31 March 2021G,
Tawarruq accounted for about (100%) of the Company’s financing portfolio, while ljarah and Murabaha were not offered
by the Company during that period. Such concentration is due to the fact that the Company’s customers favor Tawarruq
products which do not limit their use of the proceeds to specific purposes as is the case for ljarah and Murabaha. The
Company also started recently to offer Murabaha products to its customers. Consequently, should the Company continue
to offer Tawarruq products, without offering other financial products, its financial results relating to such products may
be adversely affected.

21.3 Risks related to material concentrated exposure to the non-bank financing
industry and the macroeconomic environment in the Kingdom

Pursuant to the license granted by SAMA, the Company’s operations are concentrated entirely in one industry and in
one country: non-bank financing activities based entirely in Saudi Arabia and is regulated by the Financing Companies
Law issued by SAMA, with its revenues derived entirely from customers based in Saudi Arabia. Accordingly, the risk of
investing in the Company would be greater than investing in an entity that owns or operates a range of businesses in a
range of sectors and geographies. In the event of a disruption to Saudi Arabia’s financing markets or the general economic
conditions in Saudi Arabia or macroeconomic conditions generally, this risk would cause the Company to experience
a deterioration in earnings and reduced business activity, which in turn would have a material adverse effect on the
Company'’s business, financial condition, results of operations and prospects.

The Company may face fluctuations in the number of financing applications it receives from potential clients and it
may change its credit policy from time to time according to the prevailing economic conditions, which affect the rate of
financing applications approved out of the total number of applications in addition to the value of financing granted to
clients, which in turn has a direct impact on the Company’s revenues and financing rates. The Company faced fluctuations
in the number of financing applications and the number of applications approved (loans granted), whereby the number of
financing applications reached 33,861, 57,360 and 43,898 in the years ended on 31 December 2018G, 2019G and 2020G,
respectively, and 11,120 and 12,150 applications in the periods ending in 31 March 2020G and 2021G, respectively. The
percentage of financing granted out of the number of financing applications reached 31.9%, 42.2% and 30.4% for the
periods ended on 31 December 2018G, 2019G and 2020G, respectively, and 34.4% and 40.3% in the periods ending on
31 March 2020G and 2021G, respectively. If the Company decides to adopt more stringent credit policies, this will have a
negative and material impact on the Company's business, financial condition, results of operations and future prospects.

214 Creditrisks, payment default and collection risks

The Company is exposed to the risk of payment default by its customers as well as the Company’s inability to successfully
enforce any security interest it may have to guarantee the payment of its financing and collect its dues. The Company’s
performance, revenues and profits depend on the solvency of its customers (consisting mainly of individual customers,
credit card customers and SME customers) as well as the stability of their credit position.

The Company does not periodically evaluate the customers’ credit standing upon disbursing the financing amounts to
them, and will not monitor the actual use of the financing amount once it is disbursed, which may limit the Company’s
ability to accurately rate its financing portfolio and its ability to take the required actions in a timely manner in the event of
a deterioration in the credit status of its customers which will increase the likelihood of default. This will have a negative
and material impact on the Company’s business, financial position, operations’ results and future expectations. Non-
performing loans represented 7.5% (amounting to SAR 113,000 thousand), 5.1% (amounting to SAR 88,800 thousand) and
8.4% (amounting to SAR 131,000 thousand) and 8.8% (amounting to SAR 141,000 thousand) of the total loan portfolio for
the years ended on 31 December 2018G, 2019G and 2020G and for the period ended on 31 March 2021G, respectively. In
light of the above-mentioned amounts and percentages, the increase in the volume of non-performing loans has been
attributed to the Covid-19 pandemic and its negative effects on the economic cycle.




In addition, as a result its non-performing receivables, the Company decreased the receivables provisions from (SAR
48.3 million) as a percentage of write-offs from the total provisions for impairment of the total accounts receivable
amounting to 85.4% as at 31 December 2018G, to (SAR 29.4 million) as a percentage of write-offs from the total provisions
for impairment of the total accounts receivable amounting to 112.4% as at 31 December 2019G, to (SAR 43.3 million) as a
percentage of write-offs from the total provisions for impairment of the total accounts receivable amounting to 46.5% as
at 31 December 2020G and (SAR 48.8 million) without any write-offs as at 31 March 2021G. As a result, the provisioning
for non-performing receivables may not be sufficient if the Company faces an increase in non-performing receivables, as
the percentages of provisions to the total non-performing receivables amounted to 42.8%, 33.1%, 33.1% and 34.5% as on
31 December 2018G, 31 December 2019G, 31 December 2020G and 31 March 2021G, respectively. This increase in non-
performing receivables and related provisions in 2020G is a result from the Covid-19 pandemic and the negative effects
on the economic cycle resulting from it. (For more details about the Company’s non-performing loans and aged receivable
please refer to Section 6 “Management'’s Discussion and Analysis of Financial Condition and Results of Operations” of
this prospectus.

Any payment defaults from the Company’s customers may be the result of a number of factors affecting the financial
condition of the Company’s customers, including, but not limited to, loss of a major contractual relationship, drop in
profits margins or liquidity or bankruptcy with respect to SME customers and the loss of all or some sources of income,
changes in incentives and allowances, or reduction of salaries and benefits with regards to individual customers.

Individual customers represented the largest portion of the Company’s clients representing 100% (SAR 2,148,080
thousand) of the total credit and financing portfolio for the year ended on 31 December 2018G, 98.7% (SAR 2,637,689
thousand) for the year ended on 31 December 2019G and 95.7% (SAR 2,237,006 thousand) for the year ended on 31
December 2020G and 92.6% (SAR 2,215,154 thousand) for the three-month period ended on 31 March 2021G. This
segment is characterized by its limited credit capacity, and higher likelihood of payment defaults of non-performing loans
and increasing provisions for doubtful debts, which would have a negative impact on the Company's revenue and profits.
The Company will have to resort to the courts and incur additional costs to collect the debts owed to it by its customers,
without any collection guarantee, whether in part or in full.

Any negative developments in the economy of Saudi Arabia generally, and most importantly rise in financing cost, an
increase in unemployment or a substantial reduction in salaries of employees in the public sector, may cause higher
delinquency rates resulting in increased financing losses, which would have an adverse effect on the Company’s business,
results of operations, financial condition and/or prospects.

The obligations owed to the Company under its personal financing and credit card products are unsecured. Only the
obligations owed to the Company under its SME customers (including start-ups) are often secured by a pledge over
certain properties owned by the SME customer, as the pledge coverage amounts to 150% of the financing amounts.
Hence, the Company may not recover the full value of its secured financing even where it successfully enforces the
pledge provided by SME customers for reasons that are beyond its control, including future changes in requirements for
submitting promissory notes (which are provided by individuals as security to the Company) to courts and other reasons
such as the Company’s delay in submitting promissory notes resulting in the expiry of their term. The total percentage
of the Company’s real estate collateralized loans granted in connection with the Company’s SME financing represented
less than 4.4% and 7.7% of the total financings provided by the Company as of 31 December 2020G and 31 March 2021G,
respectively. Any assets provided as collateral may decrease in value due to various factors, such as depreciation and
adverse conditions to the Kingdom’s economy and the non-banking financing market within the Kingdom. To minimise
the adverse effects resulting from the depreciation in the pledged assets’ value as a security, the Company requires the
pledged assets to cover at least 150% of the financing amount, whereby the Company re-evaluates the value of such
assets by certified accountants on an annual basis. The Company might be exposed to potential losses due to a decline in
the value of the assets provided as collateral in favor of the Company, or due to delays in the enforcement of such security
upon the borrower’s default which would have an adverse effect on the Company’s business, financial position, results of
operations, and prospects.

The Company acquired some real estate assets as a result of enforcing security it had obtained from SMEs. The Company
has such assets valued by an external valuer according to their fair value on an annual basis. During 2019G, the Company
revalued repossessed assets at their fair value which was less than their book value by SAR 5.2 million, and the Company
did not record an impairment provision for this amount during 2019G. Any significant decrease in the fair value of these
assets or the adoption by the Company of a different valuation methodology of assets which may result in a decrease in
the value of such assets, would have a negative impact on the Company'’s financial position and results of its operations.




21.5 Risksrelated to the accuracy and completeness of information about existing
customers and applicants

The credit history of the Company’s customers is relatively limited and the Company’s business depends on the accuracy
and completeness of customers’ information for certain key elements such as credit assessment and risk management.
In deciding whether to approve loans or to enter into contractual agreements with existing customers or applicants, the
Company must rely on information and documentation furnished to it by existing customers or applicants and service
providers (SIMAH or other external application evaluation regulations for example), including financial information and
credit scores.

The Company also adopts "know your customer” (KYC) policies and procedures in compliance with the anti-money
laundering and anti-terrorism regulations applied by the competent authorities such as SAMA. The "Know Your Customer”
(KYC) procedures are initiated by the completion and submission by customers of an application to employees of the
Company before granting them any facility. Given that the Company is in the process of digital transformation, it has
developed its website as well as a smartphone application allowing customers to complete their application forms online.
The Company completed the submission of all required documents to SAMA for the approvals of such digital tool on
19/08/2021G, and as of the date of this Prospectus, this is still under examination by SAMA.

The Company also has anti-money laundering and anti-terrorist financing systemsin place, meant to identify potential risks
and classify clients accordingly. The Company may also rely on representations of existing customers and applicants, or
agents as to the accuracy and completeness of that information and/or documentation. During the financial year 2018G,
the Company uncovered several fraud cases by its customers for a total value of (SAR 1.1 million), who have submitted
forged documents and inaccurate information in an attempt to obtain more facilities. The Company thereafter was able to
collect an amount of (SAR 400,000) and recorded a provision of (SAR 700,000) for the remainder of the amount.

Failure to implement “Know Your Customer” (KYC) procedures will result in the Company’s non-compliance with SAMA’s
requirements under the anti-money laundering and anti-terrorism regulations, which may expose it to penalties or fines
from SAMA, which may in turn lead to a negative and material impact on the Company’s business operations, financial
condition and future prospects. If any of the information and/or documentation collected from a customer is inaccurate
(whether intentionally or otherwise) and such inaccuracy is not detected prior to the Company’s disbursement of, or
approval, of the loans, then the Company will generally bear the risk of loss associated with the inaccuracy of such
information. The Company’s controls and processes, that are imposed for these purposes, may not have detected or
may not detect all inaccurate information and/or documentation provided by or on behalf of its existing customers and
applicants. Any such inaccurate information and/or documentation would adversely affect the Company’s business,
results of operations, financial condition and/or prospects (For more information, see Section 4.5.9 “Credit Management”).

Any failure in the Company’s systems and auditing systems, which may arise for many reasons, including but not limited
to, system and equipment malfunctions, natural disasters, external systems failure, prolonged power outages, computer
viruses and other external cyber attacks, would pose a threat to the Company'’s information and its customers and the
continuity of its activities during periods of outage to the electronic network at risk. The Company collects customer data,
transfers and processes it in the course of its normal course of business through information systems. The information
that the Company or other parties that the Company contracts with for its services contain customer data, identity
card numbers, dates of birth, and others. Some of this data is private and may be targeted by attacks from external
parties, such as individual criminals and organized criminal groups, which may have a negative and material impact on the
Company's business, results of operations, financial condition and future prospects.




21.6 Risks related to debt collection and third parties the Company engages with
for debt collection

The Company’s revenue is dependent on the ability of its customers to repay the due amounts as well as the ongoing
stability of their credit status and the security granted to the Company based on which it may collect its dues by enforcing
such security. In the event the Company’s customers default on payment or become bankrupt, this will affect their ability
to repay their dues to the Company. In addition, the enforcement of the rights stipulated in the financing contracts entered
into with customers by the Company may require incurring significant cost and time. For example, the Company has
engaged four debt collection companies, who would be entitled to receive between 5% - 12% of the amounts collected
from delinquent customers. The average amount of loans allocated for collection by these companies over the year on
a monthly basis was 5.4%, 6.4%, 6.7% and 6.4% of the total financing portfolio for the years 2018G, 2019G and 2020G
and the financial period ending 31 March 2021G, respectively. The value of the underlying claims amounted to (SAR
116,684,051), (SAR 170,023,175), (SAR 156,291,396), and (SAR 152,893,513) for the years 2018G, 2019G and 2020G and the
financial period ended 31 March 2021G, respectively, whereas amounts actually collected by such companies were (SAR
42,303,888), (SAR 43,211,633), (SAR 34,514,401), (SAR 10,920,209) for the years 2018G, 2019G, 2020G and for the financial
period ending 31 March 2021G (for more details, see Section 12.6.2 “Agreements with Debt Collection Service Providers”).
Such arrangements with debt collection companies would result in a decrease in the value of the due amounts collected
and owed to the Company, which would impact its total revenues, in turn negatively affecting the results of its operations,
financial position and future prospects.

2.1.7 Risks related to unsecured financing

The Company’s financing policy requires the Company to obtain pledges or securities in SME financing, or individual
financing if the value of the financing granted to them equals one hundred thousand Saudi Riyals (SAR 100,000) (and
the guarantee granted is a personal guarantee for the individual customer). The Company does not require the provision
of pledges or security by individuals and credit cards loans if the financing amount granted to them is less than (SAR
100,000). The majority of financings provided by the Company to its customers is not collateralized. Financings are usually
guaranteed by promissory notes (issued by the borrower and/or a guarantor) whereby the promissory notes covers 100%
of the value of the credit portfolio. In light of the Company’s lack of diversification of the types of security it obtains,
its inability to enforce the security submitted by its customers, or any changes in regulatory instruments available to
enforcement judges such as attachment, suspending the provision of services or travel banks, in addition to other types
of enforcement measures may have a material adverse impact on the Company’s results of operations, financial position
and future prospects. The Company remains exposed to risks of potential defaults and inability to enforce promissory
notes which would result in an increase of non-performing loans. Legal proceedings and the adequate preparation of
legal files and documents would not prevent companies operating in this sector from being exposed to enforcement
risks, which are due to external factors and do not specifically apply to the Company. In this regard, the Company - like all
companies operating in the financial institutions sector - is exposed to default risks in enforcing security due to the nature
of the business operation of companies operating in this sector. The Company’s inability to enforce promissory notes
may be due to external causes that are outside of the Company’s control, such as future changes in the legal proceedings
relating to the enforcement of promissory notes (submitted by individual customers against facilities granted to them by
the Company) before the courts, or due to the Company’s delay in submitting such promissory note in time before the
expiry of its validity.

The Company may not be able to recover its unsecured financings, which represented 95.6% and 92.3% of the total
financings provided by the Company as of 31 December 2020G and 31 March 2021G, respectively, through its standard
recovery proceedings. The secured financing disbursed by the Company as a percentage of total financing receivables
represented 4.3% and 7.4% as at 31 December 2020G and 31 March 2021G, respectively.

The Company is more likely to be exposed to losses if customers who obtained loans fail to make timely payments, and
in this respect, the percentage of financing assets under default/delays as at 31 December 2020G represented 8.4% and
8.8% as at 31 March 2021, of the total financing portfolio (secured and unsecured). In addition, there can be no assurance
that the Company’s monitoring and risk management procedures will allow the Company to accurately predict the income
levels of its individual customers or to set aside sufficient provisions to cover actual losses. Any increase in defaults of
unsecured loans may result in an increase of nonperforming assets requiring adequate provisioning, which would have an
adverse effect on the Company’s business prospects, financial condition and results of operations.




21.8 Risks related to the Company'’s financial resources and liquidity

The Company is exposed to liquidity risks where it may run the risk of either (i) not having sufficient financial resources
available to meet its payment obligations as they become due, or (ii) an increase in the cost of liquidity required. Such
risks are associated with funding operations and could materialize when cash outflows to customers (financing receivable
originations) are not aligned to cash inflows from customers (instalment payments and balance repayments) or when the
Company relies on a particular source of financing (such as short-term or long-term) or other adverse market conditions.
Such a decrease in liquidity would have an adverse effect on the Company’s business, financial position, results of
operations and prospects. The Company’s Islamic financing receivables to shareholders’ equity ratio (calculated as net
receivables over equity) was 1.5x, 1.7x, 1.4x and 1.3x as at 31 December 2018G, 31 December 2019G, 31 December 2020G
and 31 March 2021G, respectively, whereas the ratio of Islamic financing to the shareholders’ equity was 0.7x, 0.9x, 0.6x
and 0.5x, as at 31 December 2018G, 31 December 2019G, 31 December 2020G, and 31 March 2021G, respectively (Please
refer to Section 6.5. (“Key Performance Indicators and non-IFRS financial measures”)).

The Company faces potential liquidity risks because its assets and liabilities mature over different periods. The Company
ensures that the maturity periods of its financing portfolio is aligned with its liabilities to financial institutions, whereby the
average maturity of its financing portfolio is three and a half years which approximately similar to the average maturity of
its liabilities to financial institutions. If any of the maturity periods change, the Company might face potential liquidity risks
due to the lack of alignment between both maturity periods. The Company meets a portion of its financing requirements
through medium term loans. The majority of the loans granted by the Company to its customers mature over medium term.
The Company’s growth requirements may be adversely impacted due to its inability to obtain additional credit facilities or
renew its existing credit facilities in a timely and cost-effective manner, which in turn may adversely affect the Company’s
operations and its profitability through expanding the Company’s activities according to its strategy by forming a larger
customer base, increasing the market share, launching competitive products and working on the application of financial
technology with the expansion of the crowdfunding base, but these requirements may be adversely impacted due to its
inability to obtain additional credit facilities or renew its existing credit facilities in a timely and cost-effective manner,
which in turn may adversely affect the Company’s operations and its profitability. Early settlements of loans by customers
will also lead to asset liability mismatches which will impact the Company’s operations, profitability, financial position,
results of operations and prospects.

The Company can be impacted by the risk of deterioration of the financial situation of other commercial institutions,
companies and banks. In the financial services sector, if a financial institution faces challenges, this may have an effect on
other institutions in the industry as well. In addition, concerns about the stability or the standing of a financial institution
may expose other financial institutions to significant liquidity issues, losses or difficulties, as the financial and commercial
stability of several institutions may be closely linked to other institutions in the industry as a result of credit, trading,
offsetting or other relationships. A market perception of lack of creditworthiness or questions about certain counterparts
could lead to liquidity problems at the market level, which would adversely affect financial institutions with which the
Company deals on a daily basis. Higher risks will have an adverse impact on the Company’s ability to obtain funding, which
will affect its business, financial position, results of operations and prospects.

The Company cannot ensure that it will be able to raise additional financing on acceptable terms, in a timely manner, or
at all. The Company’s failure to renew financing arrangements for existing funding or to obtain additional financing on
acceptable terms and in a timely manner could adversely impact the Company’s ability to meet its obligations, which
would in turn adversely affect its business, results of operations and financial condition (for more details about financing
agreements please refer to Section 12.7 “Financing Agreements’.

21.9 Risk Related to Working Capital

The Company has working capital management strategies that focus on maintaining an effective balance of both current
assets (maturing within one year or less) and current liabilities (maturing within one year or less) in accordance with a ratio
that limits risks related to working capital. These strategies aim to maintain an adequate cash flow to meet the Company’s
short-term debt and pay for its operating costs.

The Company'’s reliance on loans from commercial banks to finance its working capital involves risks in finding favorable
credit terms. If the economic situation becomes less favorable, the Company may have to accept stricter credit conditions
or may be unable to utilize financing facilities. Moreover, a decline in the value of guarantees given through the Company’s
financing portfolio would negatively impact the Company’s credit worthiness and impede its ability to obtain additional
financing, which would have an adverse effect on the Company’s business, financial position and results of operations.




2110 Risks related to the fluctuation of profit rates and financing cost

The Company'’s activities depend on obtaining financing from commercial banks. Profit margins on such financing mainly
depend on the availability of liquidity and profit rates based on SAIBOR. The Company’s existing profit-earning assets,
consisting of the financing portfolio, currently bear profit at a fixed rate whereas financing costs are based on floating
rates. The different types of profit rates of assets (fixed) and liabilities (variable), coupled with the fact that such assets
and liabilities mature at different times may expose the Company to the risk of a pricing mismatch. There is no guarantee
that the Company will be able to maintain its profitability by increasing the profit rates paid by its customers in order to
commensurate for any increase in the cost of financing it pays on its liabilities. In fact, any increase in the cost of financing
may prevent the Company from maintaining profitability across all product lines, as the Company may not be able to
pass such increase in pricing onto its customers, which would result in the Company’s profit margins on credit products
shrinking. Increasing financing cost will also make credit products in general less attractive to existing customers and
applicants. On the other hand, the Company may not be able to take advantage of declining profit rates in the future as it
will lead to a lower profit margin. For more details on the impact of the finance cost on the Company'’s profit margin and the
Company's historical performance in relation to the gross profit margin and net profit margin, please see the subsections
under Section 6.3.3 “Islamic Borrowing Rate” and 6.3.4 “Net profit rate spread”. Any of these factors, if they materialize,
would have an adverse effect on the Company’s business, results of operations, financial condition and/or prospects.

2111 Risks Related to Finance Agreements

The Company has entered into ten (10) financing and credit agreements amounting to (SAR 2,288.34 million). As a result,
the Company has a total of outstanding balances worth (SAR 681,791,000), (SAR 868,616,000), (SAR 661,354,000) and
(SAR 561,378,000) as at 31 December 2018G, 31 December 2019G, 31 December 2020G, and 31 March 2021G, respectively
(see Section12.7(“Financing Agreements”) of this Prospectus). There is no guarantee that the Company will be able to meet
its debt service, covenants (such as gearing ratio or financing receivables to shareholder equity) and other obligations
under the Financing Agreements. For instance, the Company was in breach of a covenant under its finance agreement
with Emirates NBD - Saudi Arabia by virtue of which its nonperforming loans should not exceed 8% of its gross loan
portfolio. However, as at 31 December 2020G the Company’s non-performing loans reached 8.4% and 8.8% as at 31
March 2021G, of its loan portfolio. On 12/06/1442H (corresponding to 25/01/2021G), the Company received a waiver letter
from Emirates NBD of such one-time breach of the covenant. Such waiver has been extended to 31 December 2021G.
However, starting 01/01/2021G, the Company began to verify its covenant compliance under financing agreements or
facilities concluded with commercial banks that lend to the Company.

Any future default or breach of covenant by the Company, could result in the termination of the relevant Finance
Agreement and acceleration of all outstanding amounts, which can be declared as immediately due and payable by the
relevant lender. In this case, the Company may face difficulties obtaining alternative sources of financing to refinance or
repay such debts, which would have a material adverse effect on the Company’s business, operations, financial condition
and prospects.

Allfinancing and credit agreements with commercial banks include the requirement by the Company to provide guarantees
to such banks, which include, but are not limited to, assigning receivables from the Company’s financing portfolios (which
usually amount to 125% of the financing value) in favor of these banks, and the Company’s accounts with these banks.
One of the financing agreements entered into with Bank Albilad provides for the bank’s right to choose any of the client’s
financing portfolios and requires the Company to assign it in case it defaults on payment. Commercial banks may require
other guarantees against financing facilities, such as real estate owned by the Company and term deposits, which the
Company may not be able to provide. The Company usually issues promissory notes to commercial banks against credit
facilities which are expected to stay in place after the Offering. The Company sent official letters to the banks regarding
the Offering and the banks indicated that they do not object to the Offering (for more details, see Section 12.7Financing
Agreements”). If commercial banks enforce any of the security granted to them as a result of the Company’s failure to
pay amounts due, the Company’s operations and their continuity may be adversely affected, which would have a material
negative impact on the Company’s business, financial position, results of operations and ability on obtaining financing
in the future. Commercial banks may request additional security against their financing facilities, such as pledges over
the Company’s assets and term deposits, which the Company may not be able to provide, which may result in a breach
of the terms of the agreements. As a result the entire facility amount may be deemed payable immediately, which would
adversely affect the Company’s business, financial position and results of operations as well as its ability to borrow and
implement its future plans. (For further information, see Table 90: “Financing details”, Table 91: “Bank wise outstanding
bank financing”, Table 93 “Financial Covenants” Table 136: “Islamic Bank financing and Lease Liabilities”, Table 137:
“Financing details”, Table 138: “Bank wise outstanding bank financing”, Table 139 “Borrowing Compliance as per SAMA”
and Table 140 “Financial Covenants”. See also Section 12.7 (“Financing Agreements”)).




The Company is usually committed to issuing promissory notes to its local commercial banks in exchange for the credit
facilities, which are expected to continue after the Offering. The Company has notified its commercial banks and obtained
their non- objection to proceed with the Offering. The Company is also committed, under a number of facility agreements
entered into with local commercial banks, to assign part of the receivables for Islamic financing to them as additional
security, equivalent to (SAR 0.6 billion) as at 31 March 2021G. The Islamic finance receivables assigned to local commercial
banks are still figure in the statement of financial position because the Company retains substantially all the risks and
rewards of the assigned Islamic finance receivables, principally the credit risk. The Company is obligated to honour the
payments under its assigned receivables for Islamic finance to local commercial banks in the event of default by the
customer. The amount received for the assignment of receivables to Islamic finance is classified as Islamic bank financing
in the statement of financial position. According to the terms of the assignment, the Company is not allowed to repay
those amounts owed and the local commercial banks resort only to receivables, with the local commercial bank being
given the right to choose any of the assigned receivables, in the event that the Company defaults on its obligations. Local
commercial banks may request other guarantees in return for credit facilities, such as real estate owned by the Company
and term deposits, which the Company may not be able to provide, which would trigger a breach on the part of the
Company rendering the entire balances of the financing payable immediately. This would negatively affect the Company’s
business and financial position and the results of its operations and its ability to obtain financing and implement its future
plans (for more details, see Section 12.7 “Financing Agreements”).

In the long term, the Company might be required to issue sukuk to settle its debt facilities upon their maturity, or to
maintain its compliance with applicable capital adequacy, solvency and lending ratios. In the event that the Company is
forced to issue debt instruments, the Company may be forced to provide guarantees in this context, such as providing
a security guarantee, which will increase the burden of bearing additional costs, which in turn will affect the cost of
operations and the Company’s net profit adversely. Banks may not be willing to lend on similar terms to those which apply
to the Company’s existing debt facility, or that the existing debt facility will be able to be refinanced on similar terms,
or at all, upon maturity. A reduction in the availability of finance or an increase in the future cost of finance (whether for
macroeconomic reasons, such as a lack of liquidity in debt markets or reasons specific to the Company) could impact both
the ability to deliver loan book growth and progress the Company'’s return on equity. If, in the longer term, the Company is
not able to refinance borrowings as they mature and/or the terms of such refinancing are less favourable than the existing
terms of borrowing, this will have a material adverse effect on the business, financial condition, results of operations and
prospects of the Company.

2112 Risks related to overleverage and credit ratings

A number of factors, such as a lower cost of financing or a higher credit rating of the Company, would result in an increase
in the loans granted by commercial banks to the Company. If the Company’s gearing ratio increases, the Company
may be unable to meet its obligations in times of financial crisis, which will adversely affect the Company’s business,
financial position, results of operations, and prospects. Overleverage also represents a risk to the Company’s overall
financial position and solvency as recorded losses could result in an increase in the Company’s liabilities compared to its
assets, which would have an adverse impact on the Company’s financial position, thereby increasing the cost of financing
from banks which would have an adverse effect to the Company’s profitability, business, financial position, results of
operations, and prospects.

As the Company is currently not rated by any credit rating agency, if in the future the Company is required to obtain a
credit rating, its rating may vary from time to time, due to a number of factors that influence the Company’s credit ratings
and which may be outside of its control. The Company’s credit ratings affect the terms on which the Company’s creditors
are willing to deal with it, as the profit rates and other terms of the Company'’s financing arrangements depend in part
on its credit ratings in case a credit rating is required. Any deterioration in the Company’s credit ratings given by a rating
agency (if such rating is obtained) could result in increased financing costs and may limit the Company’s financing sources
or impact on the Company’s liquidity, which would limit its ability to conduct certain business activities and would also
affect the Company'’s profit’s margins, business, results of operations, cash flows and financial condition.

2113 Risks related to the Company'’s reliance on information Technology Systems
and exposure to Cyber-Security Risks

The Company'’s performance and operations are highly dependent on its information technology systems and the ability
to process a large number of transactions efficiently, accurately and without any errors. Losses can result from inadequate
personnel, inadequate or failed internal control processes and systems, or from external events that interrupt normal
business operations. The Company relies on its information technology systems in the delivery of most of its financial




services and operations. The Company also relies heavily on financial, accounting and other data processing systems.
If any of these do not function properly, the Company would suffer financial loss, business disruption, customer liability,
regulatory intervention or damage to its reputation.

In addition, the Company’s information technology systems and those of key service providers or its credit card and online
partners are vulnerable to interruption from fire, flood, explosions or other forms of terrorist activity and other natural and
man-made disasters. The occurrence of any of the events, or other events with similar effects, mentioned above would
have an adverse effect on the Company’s business, results of operations, financial condition, and/or prospects.

The Company’s information technology systems and network infrastructure, or other of third party companies service
providers or its credit card and online partners, are vulnerable to several cyber-security risks, including, but not limited to,
hacker attacks, electronic piracy, virus or worm, internal problems with information protection, malfunction of hardware or
software, power outage and other similar disruptions. If any of those information technology and infrastructure systems do
not function properly for any reason, including a security breach, the Company’s operations could be adversely affected,
which will result in financial loss, business disruption, loss of confidential information, customer liability, regulatory
intervention or damage to the Company’s reputation. Any failure of, or significant weaknesses in, the Company’s internal
controls system would cause operational or financial errors or incidents of fraud, which would adversely affect the
profitability and the reputation of the Company which would have a material adverse effect on the Company’s business,
results of operations, financial position and prospects.

Although the Company has backup systems and business continuity measures in place, it cannot be certain that the
Company'’s information technology systems, or those of its third party service providers or its credit card and online
partners, will not fail or will be adequate if needed or that it will not be the subject of successful cyber-attacks affecting
the security and safety of its information technology systems.

The Company has accepted an offer from Infopercept to provide cybersecurity consultancy to the Company under a
three-year contract effective 31/01/2021G. This agreement is an integral part of the Company's strategies and objectives.
As such, Infopercept may cease to provide cybersecurity services at its discretion or in the event of breach of any of its
contractual terms, and Infopercept may not be able to compensate for any losses the Company incurs as a result of such
suspension of work by Infopercept. If the Company is unable to renew the agreement with Infopercept on acceptable
terms, and if the Company is unable to enter into a new contract with the CSS, the Company’s business, operations
results, financial position and future prospects will be adversely affected (for further information, see table 158 “Other
Material Agreements”).

In addition, all financial institutions are required to adopt specific rules to manage cybersecurity risks in the financial
services sector in compliance with SAMA requirements for Cyber Security Guidance for Financial Market Institutions.
Accordingly, the Company is required to adopt and apply these rules. Although the Company complies with the mandatory
requirements as at the dated of this Prospectus, there is no guarantee that the Company will be able to continue to
comply with requirements under these rules, which would affect the validity of its license from SAMA, and accordingly
would adversely affect its operations (For further information, see Section 2.1.16 “Risks related to the Company’s failure
to obtain and renew the necessary licenses”).

2114 Risks related to the financial services industry’'s ongoing improvements in
operational and information technology infrastructure

The financial services industry is characterised by continued improvements in operational and information technology
infrastructure, including changes in use and customer requirements and choices, frequent product and service
introductions employing new technologies, and the emergence of new industry standards and practices that could render
the Company'’s existing technology and systems obsolete or less effective. The Company is in the process of launching
its new online platform “Al-Nayifat” (pending SAMA’s approval) and mobile application (which has been fully developed
and the Company is currently completing the necessary documents to apply for approval by SAMA) which will offer its
customers in all segments a comprehensive digital experience with full access to all its services and products

There can be no assurance that the Company will be able to anticipate and respond to the demand for new services
and technologies in a timely and cost-effective manner, and to adapt its infrastructure to technological advancements
and changing standards. Failure to do so would adversely affect the Company’s business, results of operations, financial
condition, and/or prospects.




2115 Risks related to customers’ data protection and privacy laws

The Company collects and processes personal data (including names, addresses, ages and other personal data) from its
customers and employees as part of the operation of its business and therefore must comply with relevant data protection
and privacy laws and industry standards, including data protection requirements in Saudi Arabia and the other countries
where the Company does business. Those laws and standards impose certain requirements on the Company in respect of
the collection, use, processing and storage of such personal data. The Company may also share customers’ personal data
with certain third parties, upon obtaining SAMA prior approval for sharing such information with third parties.

In addition, the Company outsources various business activities to either Saudi or foreign service providers. These
business activities consist of administrative processes in the back and middle office areas, such as the provision of
services in connection with information technology processes.

If the Company or any of the Company'’s service providers in relation to outsourced activities were to violate any of the
regulations applicable to the Company, the Company may be subject to regulatory sanctions, including the revocation or
limitation of the Company’s license(s) from SAMA and/or liability for violation data protection laws. Such sanctions will
have an adverse effect on the Company'’s reputation, business, results of operations, financial condition and/or prospects.

2116 Risksrelatedtothe Company’sfailure to obtain and renew necessary licenses,
permits and certificates

The Company is required to obtain and maintain the necessary regulatory permits, licenses and approvals from relevant
government authorities for its business operations and activities. These permits, licenses and approvals include, but are
not limited to, SAMA licenses, commercial registration certificates for the Company and branches issued by the Ministry
of Commerce, trading licenses issued by various municipalities, civil defense permits, membership certificates with the
relevant chambers of commerce, trademark registration certificates, Saudization and GOSI certificates in each case
relating to the business operations of the Company. These licenses and permits shall remain valid at all times, to evidence
the Company’s ongoing compliance with relevant applicable laws and regulations. The Company did not obtain the
necessary licenses required to operate Al Majmaah branch, since the Company did not finalize the fit-out process of the
branch and did not obtain the approvals of the Ministry of Municipal and Rural Affairs and the General Directorate of Civil
Defence to operate the branch (For further information, see Section 12 “Legal Information” Table 156: “The Company’s
Key Licences, Approvals and No-Objection certificates”).

If the Company does not comply with the terms of its licenses and permits, or is not successful in obtaining or renewing a
material license necessary for its operations, or if any of its licenses expire or are suspended, renewed under unfavorable
conditions to the Company, or if the Company is unable to obtain additional licenses required in the future, the Company
will be required to cease carrying on its business totally or partially or will be subject to fines issued by the relevant
governmental authorities. This will interrupt or delay the Company’s operations and cause the Company to incur additional
costs, and would adversely and materially affect the Company’s business, results of operations, financial condition and
prospects. (for further information, see Section 12.5 “Key Licenses and Approvals”).

2117 Risks related to compliance with the laws and regulations to which the

Company is subject
The Company’s operations are subject to the laws and regulations issued by SAMA, in addition to other relevant regulations
applied in the Kingdom, including the Companies Law, Labor Law and Zakat regulations, which increasingly impose strict
standards that the Company must adhere to on an ongoing basis. Therefore, the Company incurs high costs as a result
of complying with these laws and regulations, and adherence to new and strict standards may require incurring additional
capital expenses. The Company may also be required to make adjustments in its operations and incur additional costs to
make such changes.

In addition, failure to comply with the requirements of such laws and regulations may result in penalties and fines against
the Company, revocation of the relevant licenses or suspension of the Company's operations, and subject the Company
to lawsuits by third parties. For example, in 2020G, SAMA issued two violations against the Company with a value of eighty
thousand Saudi Riyals (SAR 80,000) and five hundred thousand Saudi Riyals (SAR 500,000) for the Company’s violation
of the principles of responsible lending issued by SAMA, in addition to a third violation worth twenty-five thousand Saudi
Riyals (SAR 25,000) for the Company'’s violation of the preventive and precautionary measures to confront the Covid-19
pandemic applied by SAMA (for more details, see Section 12.14“Litigation, Claims and Statutory Procedures”).




On 05/04/1441H (corresponding to 02/12/2019G), the Company purchased a number of its shares from one of the
Shareholders and keptthem as treasury shares for a period of time, and then distributed them as agrant to its Shareholders
at that time. Given that the regulatory rules and procedures issued by the Ministry of Commerce in implementation of the
Companies Law have specified the purposes for which the Company may own treasury shares, and which do not include
the case of buying the said shares, the Company may be subject to a ruling for non-compliance with the Companies
Law and the imposition of a fine on it. Also, a number of the Company’s Shareholders held (for the Company’s benefit)
a number of the Company’s shares that had been previously issued for the purposes of the Company’s employee share
incentive program, instead of the Company itself holding these shares in treasury. The Company then acquired these
shares as treasury shares and sold them to one of its current Shareholders thereafter (for more details, see Section 4.7.).
The Company may be subject to a judgment for not complying with the Companies Law due to the fact that it did not own
the aforementioned treasury shares since they were issued.

The Company also granted the Chairman of the Board of Directors, Saud Al-Dosari, certain remuneration in his capacity
as Chairman of the Strategic Committee in exchange for the advisory and supervisory services he provides to the
Company on this committee. The value of the remuneration paid amounted to (SAR 3.7 million) annually for each of the
fiscal years 2018G and 2019G and 2020G. Given that the Companies Law and the regulations issued under it by the
Ministry of Commerce set a limit to the remuneration of the members of the Board of Directors and the membership of
related committees (except for the Audit Committee) at five hundred thousand Saudi Riyals (SAR 500,000) per member,
and since the Company has exceeded the permissible limit issued by the Ministry of Commerce, the Company may be
subject to increased compliance risk.

Based on the foregoing, if the Company may not be it able to comply with laws and regulations on an ongoing basis, it
will be exposed to regulatory procedures and penalties imposed by the competent supervisory authorities, which will
negatively affect its business.

2118 Risks related to potential Tax and Zakat liability

The Company has filed its Zakat returns and received Zakat certificates since its formation until 31 December 2020G. It is
worth noting, that the Company has obtained a certificate dated 17/09/1442H (corresponding to 29/04/2021G) issued by
the ZATCA confirming that the Company has filed its Zakat return for the financial year 2020G. This certificate is valid until
29/09/1443H (corresponding to 30/04/2022G) and as at the date of this Prospectus, the Company received the Zakat
assessments for the periods ended between 31 December 2002G through 31 December 2017G and settled all its Zakat
liabilities for the same periods. As for the years 2018G, 2019G and 2020G, the Company submitted its Zakat returns and
settled Zakat due amounts for these periods but did not receive the final ZATCA assessments.

The Company’s Zakat assessments has been settled and it received the final ZATCA assessments from the Company’s
establishment until 2008G by virtue of letter No. 1242/189/13 dated 26/04/1435H (corresponding to 26/02/2014G) issued
by ZATCA whereby the Company settled the Zakat differences amounting to nine hundred twenty six thousand four
hundred and sixty seven Saudi Riyals (SAR 926,467). With that, the Company’s Zakat assessments are considered settled.

On 01/11/1440H (corresponding to 04/07/2019G), Committee of Zakat and Tax Dispute’s resolution No. 175/1440 was
approved to settle the Company's Zakat assessments for the years between 2009G and 2013G. Under the aforementioned
resolution, the Company paid an amount of fifteen million three hundred and eight thousand five hundred and forty-five
Saudi Riyals (SAR 15,308,545) and received the final Zakat assessment for the period 2009G to 2013G.

On 26/06/1440H (corresponding to 03/03/2019G), the Company agreed, under a settlement agreement to end the
open Zakat position for the years from 2014G to 2018G, by paying an amount of thirty-six million sixty-five thousand two
hundred Saudi Riyals (SAR 36,065,200) for the period from 2014G to 2017G, according to which a payment of 20% of the
total amount estimated at seven million two hundred and thirteen thousand and forty Saudi Riyals (SAR 7,213,040) was
made, provided that the remaining amount is paid in five equal installments of five million seven hundred and seventy
thousand four hundred and thirty two Saudi Riyals (SAR 5,770,432) per installment. Accordingly, the Company paid two
installments in the amount of eleven million five hundred and forty thousand eight hundred and sixty-four Saudi Riyals
(SAR 11,540,864), thus bringing the total amount paid to eighteen million seven hundred and fifty three thousand nine
hundred and four Saudi Riyals (SAR 18,753,904), the Company is due to pay the remaining amount of seventeen million
three hundred and eleven thousand two hundred and ninety-six Saudi Riyals (SAR 17,311,296) for these years in three
installments, as previously mentioned, provided that the final payment is to be paid on 1 December 2023G.

As for the year 2018G, the Company also agreed by virtue of the above agreement to pay seventeen million, two hundred
thirty six thousand seven hundred and forty nine Saudi Riyals (SAR 17,236,749) for the year 2018G by 30 April 2019G. The




effect of this agreement was reflected in the financial statements of 2018G. This Agreement should be deemed definitive
and conclusive between the Company and ZATCA, and should result in the end of all the disputes related to the years from
2009G-2018G. However, and since the Company has not received the final Zakat assessment for the year 2018G, ZATCA
may revert to the Company in respect of the settlement of its dues for the year 2018G. (for more details please refer to
2018G Financial Statements in Section 19 (“Financial Statements and Auditor’s Report”)).

The Company has submitted the Zakat returns for the years 2019G and 2020G and paid the due amounts of twenty-
two million sixteen thousand and seven hundred and eighteen Saudi Riyals (SAR 22,016,718), and twenty-three million
three hundred and forty-one thousand and three hundred and ninety-two Saudi Riyals (SAR 23,341,392), respectively. The
Zakat assessments have not been received from ZATCA for the years 2019G and 2020G.

The Company cannot predict whether ZATCA will accept its Zakat declarations for any period in the future or if there
will be any Zakat differences that ZATCA may require to pay in the future. If ZATCA requires the Company to pay any
differences, it will adversely affect the Company’s results of operations and financial position.

2119 Risks relating to the outbreak of infectious diseases or other serious public

health concerns, including the continuing global spread of COVID-19

The outbreak of infectious diseases, such as the Middle East Respiratory Syndrome (MERS), HIN1, SARS and, most
recently, the novel Coronavirus (COVID-19) in the Middle East and/or elsewhere would have a materially negative impact
on Saudi Arabia’s economy and business operations of the Company. Since late December 2019G, there has been an
outbreak of COVID-19, first in China and then globally. COVID-19 is an infectious disease caused by a highly contagious
virus causing respiratory infection and other symptoms such as fever, cough and shortness of breath.

Following the outbreak of COVID-19, governments in numerous countries, including Saudi Arabia have implemented
lock-downs, travel restrictions and/or mandatory quarantine measures on international travelers and, in many cases, on
residents within cities, regions or provinces of certain countries.

There can be no assurance that the containment measures will be effective in stopping or curtailing the spread of
COVID-19 in Saudi Arabia. Moreover, the containment measures outlined above would have a material and adverse effect
on the economy of Saudi Arabia and investor and business confidence for a period that is difficult to predict. This would,
in turn, materially and adversely affect the Company’s business, results of operation, financial condition and prospects.

As a result of the Saudi Government containment measures and guidelines issued by the Ministry of Health, the Company
has implemented a series of precautionary health and safety measures across its branches. These measures include
social distancing requirements for customers at its branches.

As a result of the outbreak of COVID-19 in Saudi Arabia and elsewhere, the Company is also subject to business continuity
risks. Due to the COVID-19 pandemic all of the Company branches and head office were closed temporarily during the period
from 25 March 2020G until 23 April 2020G, due to Saudi Arabia’s temporary closure of non-vital private businesses, imposed
during that time. All such branches have since reopened. In addition, disbursements of new loan amounts by the Company
declined during the months of April and May of 2020G. Despite an increase in such disbursement since the month of June
of 2020G, there can be no assurance that disbursements will not be affected in the future due to the continuing effects of
COVID-19. For instance, loan applications declined from (57,360) at 31 December 2019G to (43,898) at 31 December 2020G
to (12,159) at 31 March 2021G mainly due to lock-down and other restrictive measures imposed by the Government as a
result of the COVID-19 pandemic, which resulted in a drop in branch and direct sales. On the other hand, the number of loan
bookings declined from 24,220 as at 31 December 2019G to (4,900) as at 31 March 2021G, due to the Company’s decision to
implement tighter credit policies during that period in order to reduce the risk of default. As a result the booking rate declined
from 42.2% as at 31 December 2019G to 30.4% as at 31 December 2020G. Furthermore, the Company’s non-performing
receivables increased from (SAR 88.8 million) as at 31 December 2019G to (130.0 million) as at December 2020G and to
(SAR 141.2 million) as at 31 March 2021G, as a result of the COVID-19 pandemic and resulting economic downturn, since the
Company'’s receivables during the year 2020G were less than those during the year 2019G due to the shutdown of several
of the Company’s branches for several months and as a result of the inability of sales and collection representatives of the
Company to exercise their activities on the field. Nevertheless the receivables have been gradually increasing since December
2020G. As a result, the Company increased its provision against Islamic financing receivables from (SAR 29.4 million) as at
31 December 2019G to (SAR 43.3 million) as at 31 December 2020G, such increase, which is the case as at 31/03/2021G is
a result in collection delays as well as a continuing reduction in loan applications and bookings, as well as collections from
a higher number of non-performing loans, would have an adverse impact on the Company'’s profitability which would have a
material adverse effect on the Company’s business, financial condition, results of operations and prospects.




Further, certain of the Company’s SME customers opted for SAMA’s proposed plan for the deferment of repayments for a
period of six months as of September 30, 2020G (which has been extended recently for another six months). Should such
deferment of repayments by SME customers be extended to beyond six months, or other deferment programs be made
available to the Company’s customer, the Company's business, results of operation, financial condition and prospects
would be adversely affected.

In addition, in case of a COVID-19 outbreak at the Company’s premises or branches or if any of the Company’s Directors,
Senior Executives or other employees contract COVID-19, the operation of the Company’s branches would be required
to be temporarily suspended and/or the affected individuals would be subject to quarantine. The Company could also
lose key employees due to COVID-19. This would, in turn, disrupt the normal operations of the Company’s business. The
prolonged occurrence of COVID-19 could, in extreme circumstances, lead to the forced suspension of operations or
closure of the Company’s branches.

Any of the foregoing would also apply to future outbreaks of other infectious diseases or serious public health concerns
in Saudi Arabia. Any of the foregoing factors (including any future outbreak) would have a material adverse impact on the
Company'’s business, results of operation, financial condition and prospects.

2.1.20 Risks related to risk management policies and procedures

Risk-taking activities, such as lending, form an integral part of the Company’s business. Some losses from risk-taking
activities are inevitable but, to be successful over time, the Company must balance the risks it takes with the returns it
generates. It must therefore diligently control its risks. The Company has developed, and continues to update, strategies
and procedures specific to its business for managing risks, which include credit risk, asset and liability management risk,
market risk and operational risk. Risk management policies are based on observation of historical market behaviors. The
Company evaluates future market trends and economic changes, and takes into consideration events that are most likely
to occur inline with its future strategy planning and preparation of budgets and business plans, taking into consideration
the best and worst case scenarios. Therefore, these policies may not be able to accurately predict future risks that may be
greater than those anticipated. The nature of these risks and their consequences can rapidly change over time. Therefore,
management’s failure to predict such risks adequately may result in losses to the Company which may affect its ability to
implement its strategic goals.

Given the lack of available data, such information may not be accurate, complete, updated, or properly assessed. The
Company'’s policies, procedures and internal controls may not be effective in predicting all possible risks at all times,
which could result in insufficient information to accurately assess and mitigate its exposure to certain risks. As a result,
the Company’s exposure to unknown risks would have a negative and material impact on its financial position and
operating results.

2.1.21 Risks related to the Company’s dependence on a single credit cards provider

The Company has entered into a license agreement with Visa International on 27/05/1439H (12/02/2018G) (the “Visa
Agreement”),under which the Company will be able to offer Visa Credit Cards compliant with Islamic Shariah and use the
“Visa” trademark. The Visa Agreement grants the Company the right to access and use the Visa systems in connection
with the management of its credit card products. As at the date of this Prospectus, the Company relies exclusively on Visa
in providing its credit card services and does not have any other agreements in place with other credit card providers.
If the Visa Agreement is not renewed or unilaterally terminated by Visa and the Company is unable to enter into a new
contract with another credit card provider in a timely manner, the Company will have to cease the offering of its credit
card services to its customers. As a result, the Company may be exposed to claims for its customers and lose access
to a significant source of revenue, which would have a material adverse effect on the Company’s business, results of
operations, financial position and future prospects.

2.1.22 Risks Related to New Products

On 25/08/1441H (corresponding to 19/04/2020G), the Company was authorized by SAMA, by virtue of a non-objection
letter of the same date which was renewed by SAMA on 04/12/1442H (corresponding to 14/07/2021G) for three (3) months
starting from 22/07/2021G whereby the Company is currently in the process of obtaining a permanent license to render
these services, to perform FinTech activities in the sandbox, and shortly thereafter, it launched its first FinTech offering
consisting of a peer-to-peer lending platform through creating a crowdfunding platform called “ULend”. As this is a new
untested product, the Company does not have the necessary prior experience in offering such new product. There is no
guarantee that the Company will be able to provide the necessary expertise or training to ensure the success of this new




service or compliance with applicable regulatory and licensing requirements. The Company’s failure to successfully launch
and continuously offer new competitive products would affect the Company’s success in implementing its expansion
strategy which would have an adverse effect on the Company’s business, financial position, results of operations and
prospects.

If SAMA does not renew its non-objection to the provision of financial technology solutions (FinTech) as described above,
the Company will have to stop providing such services, which would negatively affect its business, financial position,
results of operations and future prospects (for more details, please see Section 2.1.16 “Risks related to the Company’s
failure to obtain or renew necessary licenses, permits and certificates”).

The success of the Company'’s strategy is partly dependent on its ability to identify and bring to market new products
utilising various digital or online initiatives. The Company has assessed the expenditure which may be required for the
purposes of delivery of that strategy but there is no assurance that this estimate will be adequate or that the products
will be successful. If further financing is required to meet the costs of this strategy then the Company may not have
sufficient financial resources. To the extent that additional equity or debt financing is necessary to complete the strategy
and this remains unavailable or only available on terms that are unacceptable to the Company, then the Company may
be compelled to either restructure or abandon a particular part of its strategy which could result in losses being incurred.

Furthermore, there can be no assurance any of the Company’s future strategy and growth initiatives deliver any
incremental profit for the Company or materially increase the size of the loan portfolio or customer base. There is also a
risk that pursuing future growth strategies incurs losses which would have an adverse effect on the Company’s results
of operations.

2.1.23 Risks related to the Company’s strategy and its failure to implement future
business strategies successfully, on time, or at all

The future performance of the Company depends on its ability to implement its strategy and long-term business plan.
The Company’s success in implementing its growth strategies and expansion plans depends on its ability to diversify
its funding sources beyond bank financing, to manage risks related to the opening of new branches, develop new
applications, electronic (digital) platforms, introducing new services and innovative and attractive financing products,
improving the efficiency of its financial and administrative systems as well as its workforce in line with these expansions,
without jeopardizing quality. The Company may not be able to successfully implement its business plan to achieve this
strategy due largely to factors outside of its control such as the state of the general economy, oil prices, financing cost
and regulatory changes or failure to obtain required regulatory authorities’ approvals (including SAMA), among others.
The Company may not be able to achieve its targeted growth in a profitable manner through new branches it opens.
For example, three of the Company’s branches, the Bisha branch, Exit 10 in Riyadh branch and a new branch in Jeddah,
recorded losses. Such losses amounted (SAR 162,000) for the Bisha branch as at 31 December 2020G, (SAR 194,000)
for the exit 10 branch in Riyadh and (SAR 330,000) for the new branch in Jeddah, as at 31 March 2021G. These factors will
adversely affect the Company’s commercial success, business, financial position, results of operations and prospects.
There is no assurance that the Company’s personnel or its existing systems, procedures and controls will be sufficient
to support future expansion and consistent growth or that it will be able to obtain any necessary approvals for any future
growth plans in a timely manner or at all. In addition, expansion into new product lines and services in which the Company
has limited experience could lead to errors and inefficiencies which could have an adverse effect on any expansion plans,
the successful launch of new product lines, which in turn would adversely affect the Company’s results of operations and
financial condition.

Furthermore, the Company’s expansion plans are subject to specific timelines and may require additional funding to
cover additional costs. Failure to meet such timelines or to obtain additional funding may result in missing the intended
economic outcome of such growth and expansion plans. The Company’s failure to implement its business plans and
growth strategies for any reason and in a timely manner would have an adverse effect on the Company’s business, results
of operations, financial position, and future prospects.

Moreover, the expansion of the Company’s loan portfolio at a rate beyond the organic growth rate that it is able to generate
from its existing loan portfolio depends in large part upon its ability to obtain adequate required funding. Any additional
growth beyond the organic growth depends, to a great extent, on the Company’s ability to obtain adequate funding from
a variety of sources, such as the capital markets (through Sukuk issuances or securitization transactions) and borrowing
facilities. These sources of financing may not be available in the future in the amounts, at the pricing and/or on the terms
the Company may require terms acceptable/feasible for the Company. The credit and capital markets have experienced,




and may continue to experience, high volatility and severe liquidity disruptions. The Company may be unable to finance
the expansion of its lending operations, which would have a material adverse effect on its business, financial condition,
results of operations and/or prospect.

2.1.24 Risks related to leasing of branches and the Head Office

The Company rents all of the sites for its twenty seven (27) branches as well as its head office building as at the date of
this Prospectus, with a rental period varying between one to four years. Therefore, the Company’s inability to maintain
the continuity of lease contracts for these sites, and to renew them on terms no less favorable than the current ones,
will adversely and materially affect the Company's business, results of operation, financial condition, and prospects. The
Company may, in some instances, be required to vacate all or a number of these sites upon short notice. This would have
an adverse impact on the Company's business, financial position, results of operations and prospects (for more details
please refer to Section 12.9 (“Real Estate Owned by the Company”)).

21.25 Risks related to the Company’s reliance on its Senior Management and Key
Personnel

The Company’s current operations and success depend upon the continued service and performance of its senior
management and other key personnel, as well as its ability to identify, hire, develop, motivate and retain qualified
personnel in the future. The Company relies on a number of key individuals in its long serving senior management team,
who have valuable experience within the financial services industry and who have made substantial contributions to the
development of the Company’s operations and development.

There is no guarantee that the Company will be able to retain its qualified personnel or continue to develop their skills.
The Company may need to invest significant financial and human resources to attract and retain new senior management
members and/or qualified employees Therefore, if the Company were to lose any of its senior executives and qualified
employees and is unable to recruit alternatives of the same level of experience and qualifications for a reasonable cost, this
will have a materially adverse effect on the Company’s business, results of operations, financial position and prospects.

Furthermore, the Company operates in a highly specialized sector that relies on select competencies, qualifications
and skills. The Company has a comprehensive recruitment process focused on identifying highly talented and qualified
candidates, whose hiring is subject to SAMA’s approval. The inability to swiftly fill vacancies that may arise in the future
would have an adverse impact on the Company’s business, financial position, results of operations, and prospects.

2.1.26 Management'sinsufficientexperiencein managing a publically listed company

The Senior Executives have limited or no experience in managing a public listed joint stock company in Saudi Arabia and
complying with the laws and regulations applicable to such companies. In particular, the internal and/or external training
that the Senior Executives will receive in managing a Saudi Arabian publicly listed company, coupled with the regulatory
oversight and reporting obligations imposed on public companies, will require substantial attention from the Senior
Executives, which may divert their attention away from the day-to-day management of the Company, which may have a
negative and material impact on the Company’s business, financial condition, results of operation and prospects. Non-
compliance in a timely manner with the regulations and disclosure requirements imposed on joint stock listed companies
may expose the Company to regulatory sanctions, fines, suspension or cancellation of listing. The imposition of fines on
the Company would have a material adverse effect on the Company’s business, financial condition, results of operations
or prospects.

21.27 Risks related to related party transactions

The Company regularly deals in the ordinary course with several related parties, which include shareholders, key
management personel, chariman, directors and board committee members, and other related parties and affiliates.
Pursuant to the Company’s financial statements, the nature of related party transactions include (1) cash dividends
declared and paid for the shareholders; (2) compensation for the period, incentive for continuing service, and employees’
end of service benefits for the key management personnel; (3) remuneration for the period of the chairman, directors and
board committee members; (4) Zakat / VAT consultancy fee and IT software services rendered for other related parties;
and (5) commodities / securities dealings, account - deposit made, rental charge and advisory charges and others for
affiliates. Transactions with related parties amounted to one hundred twenty seven million and ninety eight thousand
Saudi Riyals (SAR 127,098,000) as at 2018G, one hundred fifty four million and six hundred eighty three thousand Saudi




Riyals (SAR 154,683,000) as at 2019G, one hundred seventy eight million and thirty six thousand Saudi Riyals (SAR
178,036,000) during 2020G, and seven million and five hundred and ninety three thousand Saudi Riyals (SAR 7,593,000)
as at the three months period ended on 31 March 2021G. In 2018G, related party transactions represented 15% of the
Company's total general and administrative expenses and 4.6% of the total future Murabaha contracts the. In 2019G,
transactions with related parties represented 21% of the total general and administrative expenses and 19% of the total
future Murabaha. In the year 2020G, the transactions with related parties represented 26% of the total general and
administrative expenses and 13.9% of the total future Murabaha . In the first quarter of 2021G, related party transactions
represented 26% of the total general and administrative expenses and 0.4% of the total future Murabaha . Transactions
with related parties, notably those in which Board of Directors members have an interest, have been previously approved
as described in Section 12-11(“Related Party Transactions”). In addition, the most recent transactions with related parties
since 17/07/1442H (corresponding to 01/03/2021G) until the date of this Prospectus were approved during the Ordinary
General Assembly held on 14/02/1443H (corresponding to 21/09/2021G).

If contracts and transactions with related parties are not entered into at arms’ length, this will adversely affect the
Company'’s business, financial position, results of operations and prospects. In addition, the Company has previously
dealt and may deal in the future with related parties. In accordance with the provisions of the Companies Law, such
transactions must be approved by the Company’'s Ordinary General Assembly. The Ordinary General Assembly may not
approve current or future transactions with related parties as required, and in this case, the Company may be exposed to
risk of having such transaction challenged or invalidated. The occurrence of any of the above-mentioned cases will have
a material adverse impact on the Company's business, results of operations, financial position and future prospects (For
more details on transactions with related parties, please refer to Section 12-11 (“Related Party Transactions”)).

2.1.28 Risks associated with the Company’s use of third-party service providers

The Company engages third party service providers from time to time to provide certain services, including asset valuation,
legal services, collection agents, credit card services, online services and internal audit. The Company also engages third
parties for the provision of services for the development and maintenance of its information technology systems and
other supporting services, whereby the number of employees seconded to the Company from third-party providers was
(140) employees as at 03/31/2021G. The Company does not guarantee that the quality or manner in which services are
provided by third parties will meet the expected standards from its customers and the Company may be held liable for
any deficiency of services on the part of such service providers. (For more details, see subsection 4-9“Employees”). If the
contractual relationship with such service providers is discontinued or the Company'’s failure to find alternative service
providers, will result in the suspension of the Company’s operations.

The Company is exposed to the risk that threatened or actual legal proceedings, management misconduct, operational
failures, negative publicity and press speculation, whether or not valid, may harmits reputation and create negative media
coverage of its or some or all of its service providers, credit card or online partners, or independent agents. Such negative
publicity could indicate, for example, the allegations that it, they or any of its products did not fully comply with applicable
regulations or news that a regulator is conducting an investigation into or involving its (or their) affairs. The Company’s
reputation could also be adversely affected, for instance, if its products do not perform as expected.

On 02/05/1436H (corresponding to 16/02/2015G) the Company (as the customer) entered into an agreement with
FALCOM Financial Services (as the service provider) for the purpose of opening an investment account. Under this
agreement, FALCOM Financial Services provides several investment services and products, including the trading of
securities owned by the Company, in order to enter into Tawaruq transactions for financing purposes. No specific term
is included in the agreement or a date for its renewal. If the agreement with FALCOM Financial Services is not renewed
or unilaterally terminated by FALCOM Financial Services, and if the Company is unable to enter into a new contract with
a similar service provider, the Company will not be able to enter into Tawarruq transactions for financing purposes. This
would expose the Company to liability by its customers if it is no longer able to enter into Tawaruq transactions, which
would impact the profits generated by the Company in relation to the same, which would have a material adverse impact
on Company's business, the results of its operations, its financial position and its future prospects. (For more details, see
subsection 12.11.7 “Agreement to Open an Investment Account with FALCOM Financial Services”).

The Company has entered into various contracts with service providers which are considered to be an integral part of
the Company’s strategies and objectives. However, some agreements do not include renewal or termination terms (for
example, the Cybersecurity consultation services agreement with Infopercept and the investment account agreement
with FALCOM Financial Services). Therefore, service providers may, at their own discretion, cease to provide the services
agreed upon under the agreement or if the Company breaches any of its contractual obligations, the Company may not be
able to receive any compensation for the losses incurred as a result of the interruption of its services thereunder.




If the Company is unable to renew such agreements with services providers on acceptable terms to the Company, and
if the Company is unable to enter into new agreements with other service providers, this may negatively impact the
Company'’s business, assets, financial position, results of operations, assets and future prospects (for further details,
please refer to Section 12.6“Material Agreements”)

The Company cannot guarantee that it will be successful in continuing to receive uninterrupted and high quality services
from its service providers. Any disruption or inefficiency in the services provided by its third party service providers or
through outsourcing would affect its business and reputation.

2.1.29 Risk of the adequacy of the Company’s insurance coverage

The Company maintains different types of insurance policies covering its business operations and assets, noting that the
Company discontinued its cash insurance policy since it no longer receives cash contributions in its branches. However,
the Company’s insurance coverage thereunder may not be adequate at all times and in all circumstances, and the limit of
insurance coverage may not be sufficientin all events to pay for the claims relating to the insured risks. The Company might
not be able to successfully substantiate its claims according to the insurance policies in effect because of the exclusions
or conditions of insurance coverage. This will cause the Company to be liable for paying for accident related losses (which
may be difficult for the Company to estimate), which will also have a material adverse effect on the Company's business
and operating and financial results. There can be no assurance that the Company’s insurance policies will continue to
be available on commercially reasonable terms, or at all. Therefore, the occurrence of an uninsured event would have a
material adverse effect on the Company’s business, assets, financial position, results of operations, assets and prospects
(for more details on the insurance policies, see Section 12.8 (“Insurance”)).

In addition, if the Company’s insurance policies are not renewed within the current scope of coverage and under
commercially acceptable terms, or if they are not renewed at all, or if there is no insurance or insufficient insurance
covering the different aspects of the Company’s business, this would have a material adverse effect on the Company’s
business, financial position, results of operations and prospects.

2.1.30 Risks associated with the change of the applicable accounting policies

Saudi commercial banks and financial institutions were required to apply International Financial Reporting Standard 9
(IFRS 9) as of 1 January 2018G. The Company had already applied the IFRS 9 as of 1 January 2017G. The continuous
application of these standards and any updates applicable to them may require additional provisions to meet the
requirements of such standards and the Company’s allocation of additional resources which would adversely affect the
Company'’s net income and total assets. The Company has adjusted the macroeconomic assumptions used in calculating
provisions in accordance with International Financial Reporting Standard 9 (IFRS 9) during March 2020G as a result of
the outbreak of the COVID 19 epidemic, in line with Moody's expectations for the Saudi economy after the outbreak of the
epidemic globally which resulted in an increase in the provision. Any updates applicable to them may require additional
provisions to meet the requirements of such standards and the Company'’s allocation of additional provisions which would
adversely affect the Company’s net income and total assets. Furthermore, pursuant to the Company’s accounting policy,
non-performing receivables are written-off after twenty four (24) months from maturity. Starting in 2021G, the Company
has adopted a write-off policy of non-performing receivables after 48 months, on an accounting basis.

On 08/04/1442H (corresponding to 23/11/2020G) SAMA issued circular No. 42022533 introducing new Rules Governing
Credit Risk Exposure Classification and Provisioning applicable to non-banking finance companies, which will become
effective onJanuary1,2022G whereby the rules governing the write-off policy of financing assets shall be effective starting
31/12/2023G. The implementation of such rules by the Company will result in additional write-offs and provisioning
which will have an adverse impact on its financial performance. In accordance with the above circular, starting from the
beginning of the fourth quarter of 2021G, the Company plans to implement the policy of writing off the financing assets
after a period of (15) months from their maturity date on new sales instead of (48) months. As for the current portfolio, the
Company will gradually apply the same period referred to in the circular before the date of 31 December 2023G, which will
result in an increase in provisioning and write-offs which would have an adverse effect on the Company’s financial position
and results of operations. Any change to the write-off policy, whether voluntary or mandated by SAMA or other relevant
accounting bodies, which would reduce the period of time after which receivable may be written-off, would have a material
adverse effect on the Company’s business, results of operations and financial condition.

The Company has analyzed the incremental impact of retrospective application of chapter 9 of provisioning rules i.e.
change in write-off policy from the beginning of financial year 2018G from 720 DPD (days past due) to 450 DPDs.




The application resulted in decline in reported net income before Zakat by SAR 9.6 million, SAR 7.7 million, SAR 13.4
million and SAR 2.9 million during 2018G, 2020G, 2021G (Forecasted for full year based on 8 months actual results) and
the first quarter of 2021G, respectively. Whereas the reported net income before Zakat increased by SAR 19.8 million
during 2019G.

Net positive impact during 2019G was due to decline in write-offs in 2019G from SAR 90.3 million (day 1 entry of SAR 43
million and during the year entry of SAR 47.3 million) in 2018G to SAR 31.5 million in 2019G. Further, write-off recoveries
also witnessed a significant increase in 2019G from SAR 27 million in 2018G to (SAR 42.7 million). The collection of 2019
includes SAR 32.7 million pertaining to 2018G written-off balances.

The above calculation is based on the following key assumptions:

e The starting point of the estimated analysis is January 1, 2018G.

¢ The estimated analysis has been done based off the actual results from January 1, 2018G to August 31, 2021G (and
August 31, 2021G projected to full year forecast).

¢ Contracts which crossed 450 DPD were taken on monthly basis from January 2018G to August 31, 2021G.

Further, for the purpose of the effect on the financial statements of that relevant year all the actual collections (deemed as
recoveries in a write-off context) which pertain to contracts assumed to be written off on January 1, 2018G and following
months till August 31, 2021G were taken to calculate the estimated effect of that relevant years.

The net effect on income statement is calculated as per the following:
(i) netimpact of write off (450 DPD) adjusted by the provision against such loans
(i) amount of required provision by the remaining portfolio (less than 450 DPD).

(iii)  The netimpact of (i) & (ii) is further reduced by the recoveries in the relevant years between January 1, 2018G to
August 31, 2021G between 450 DPD to 720 DPD;

The impact calculated up to 31 August 2021G has been projected for full year 2021G.

It should be noted that the Company has analyzed the impact of retrospective application of chapter 9 of provisions
policies. The application date of the new policies has been at 1 July 2021G as mandated by SAMA. However, SAMA has
extended the application date till 1 January 2022G and has also granted an additional time period to gradually absorb any
losses resulting from write-offs till 31 December 2023G

The Company would like to emphasis that the analysis of the impact associated with the application of the new policy is
merely an analysis carried out by the Company to know the impact of the application of the modern policies of SAMA.
Since the analysis of the impact related to the new write-off policy does not reflect the Company’s operations and the
previously applied policies, the Company would like to point out to the general public that the analysis is just a study
that has been carried out to show the impact of the policy on the Company and to confirm that the policy has no effect
on the financial assets previously recorded. Accordingly, the Company does not guarantee the accuracy of the amounts
and percentages mentioned in the impact analysis associated with the application of the new policy, as they are based on
assumptions and estimated figures.

In addition to the above, if the Company decides in the future to modify its financing activities and accept deposits from
its institutional clients, then it will be subject to the provisions stipulated in the regulations issued by SAMA in Circular
No. 42019124 dated 03/24/1442H (corresponding to 11/11/2020G), related to the rules allowing the acceptance of term
deposits in addition to compliance with International Financial Reporting Standard No. 9 (IFRS 9) as well as the Deposit
Taking Financial Covenants (DTFCs) in connection with the amount of provision required, whereas if the amount of
provisions pursuant to the Deposit Taking Financial Covenants (DTFCs) is greater than the amount required under IFRS
9, the difference will be recorded in shareholders’ equity. If the amount of provisions pursuant to IFRS 9 is greater than
the amount required by the Deposit Taking Financial Covenants (DTFCs) the difference will be recorded as an expense
in the statement of income, which may lead to an increase in provisions, which in turn will have a negative impact on the
Company's business, financial position and results of operations.




2.1.31 Risks related to the protection of the Company'’s trade name and brand

In marketing its services and products, the Company relies on its reputation that is associated with its trade name and
brand, which supports its business and competitive position in the market. Consequently, the success of the Company
depends largely on its ability to maintain and boost the strength and value of its trademark, which in turn depends on
many factors, such as the Company’s reputation, the financing products provided by the Company and the perception of
its trademark. The Company has registered its “Nayifat” and “ULend” trademarks in Saudi Arabia. (For more details about
the Company'’s brand, please refer to Section 12.12(“Trademarks and Property Rights”) of this prospectus). In the event
the intellectual property rights related to the Company's trademark are infringed, including as a result of unauthorized
use or a failure to protect such rights by the competent authorities in accordance with applicable regulations, it may face
costly litigation and the diversion of technical and management personnel. The Company failure to adequately register its
trademark would adversely affect the goodwill attached to it, which in turn will have a negative effect on the Company’s
business, results of operations, financial position and prospects.

The company may, from time to time, be compelled to file lawsuits to demand restitution of its commercial rights related
to its commercial trademarks and other intellectual property rights. Further, third parties may claim that the company has
violated their intellectual property rights, which may lead to being subject to lawsuits. Litigation inherently involves a state
of uncertainty and may be distracting to the Company’s management, resulting in significant costs and dissipation of
resources. This may adversely impact the Company’s income and profits, whether or not the Company is able to maintain
or defend intellectual property rights.

The Company may not succeed in enhancing its brand and trademark and their contribution to increased sales and profits.
The value of the Company’s trademark and brand may be adversely affected by internal factors, such as bad quality
of services rendered by its employees and the mishandling of customers’ complaints, as well as external factors such
embezzlement by third parties, infringement of or damage to the intellectual property rights of the Company, complaints,
investigations or other statutory actions and illegal activities targeting the Company. In addition, negative publicity on
the Company or any negative media coverage can damage the Company'’s reputation and brand and can result in a loss
of customers. Furthermore, the Company may be exposed at any time to negative comments on social media, including
blogs, social networks and other types web platforms, which could have a negative impact on the Company’s reputation
and image. The inability of the Company to properly manage and address these factors and events or its inability to prevent
them would have a material adverse impact on its brand and trademark, which would result in fewer new customers or
the departure of existing customers and consequently a decline in revenues. This would, in turn, have a material adverse
impact on the Company’s business, financial position, results of operations and prospects.

2.1.32 Risks related to litigation

As the Company operates within the finance sector, it could be a party to lawsuits in the normal course of its business. The
Company is customarily involved in a number of lawsuits in the normal course of business as a finance company. As at 30
June 2021G, the number of lawsuits filed by the Company against its defaulting customers was eight (6,458) cases, with
financial claims from clients totaling three hundred and sixty-eight million eight hundred thirty four thousand and eight
hundred twenty-six Saudi Riyals (SAR 368,834,826). The Company initiates lawsuits against customers who fail to pay
their dues for 120 days or three months consecutively (for further details, please refer to Section 6-6-1-1 of this Prospectus
“Income from Islamic Financing”).

The Company has a total of 58 pending lawsuits filed against it, with a total disputed amount of SAR 458,129. There are
sixteen (16) lawsuits related to retuned instalments that were wrongfully paid by the relevant customers, eleven (11) lawsuits
related to updating customer data with the Saudi Credit Bureau (“SIMAH") or changing the sponsor and seventeen (17)
claims from clients to reschedule instalments. In addition, there are five (5) claims related to compensation for termination
of services and another claim related to the ownership transfer of a car financed by the Company without any additional
fees. There were also seven (7) various lawsuits related to a disagreement on the value of the financing, as well as claims
related to counterfeiting promissory notes and terminating agreements with the Company. The Company expects the
financial impact of the quantifiable and unquantifiable lawsuits to amount to SAR 490,776.

The Company may become involved in additional lawsuits that are outside its normal course of business. Any unfavorable
outcome in such litigation and regulatory proceedings would have a material adverse effect on the Company’s business,
financial condition, results of operations or prospects. In addition, regardless of the outcome of any litigation or regulatory
proceedings, these proceedings could result in substantial costs and may require that the Company devote substantial
resources to defend against these claims, which would have a material adverse effect on the Company's business, results
of operations, financial condition and prospects (For more details on lawsuits, see Section 12-14 (“Litigation, Claims, and
Statutory Procedures”).




2.1.33 Risks related to interpreting Shariah principles

All ofthe Company’s financial services and products are in accordance with the principle of the Islamic Sharia and are vetted
by the Company’s Shariah Committee before they are offered to customers. Members of the Shariah Committee assess
every product or service in light of the relevant Shariah principles according to their interpretation and understanding of
the same. Itis known that many Shariah issues and principles are controversial, and therefore scholars may have different
opinions about the same product or service. Hence, some Shariah scholars may form a view that some of the services
and products offered by the Company are in violation of Shariah principles. Such views, if shared by a substantial number
of scholars would have a material adverse effect on the Company’s reputation, business, financial position, results of
operations, and prospects. In case of litigation and disputes brought before competent courts, such courts may also have
interpretations of Shariah principles that are different than those of the Company’s Shariah Committee which would have
a negative impact on the Company’s success in defending such disputes. This would have a material adverse effect on the
Company'’s business, financial position, results of operations, and prospects.

2.1.34 Risks related to seasonal factors on the Company’s revenues

The nature of the Company’s operations in general makes it subject to seasonal variations especially during summer
breaks, official holidays and Eids. As such, the Company’s revenues may be affected by seasonal variations and supply
and demand for its services, which would have an adverse effect on the Company’s business, results of operations
and prospects. The financial sector, like other sectors, is affected by supply and demand factors, which vary according
to seasonal cycles, as the demand for financing usually rises during the first and last quarters of the year, and usually
decreases during the summer and official holidays, as well as during the blessed month of Ramadan, and thus the
Company'’s revenues may be affected by seasonal fluctuations and changes, supply and demand for its services, which
will have a negative impact on the Company'’s business, results of operations and future prospects.

21.35 Risks related to employees misconduct and errors

The Company is exposed to errors, fraud and misconduct by its employees which could subject the Company to financial
claims for negligence or otherwise, reputational harm as well as regulatory actions. The Company’s employees could
execute transactions that exceed authorised limits or present unacceptable risks to the Company or divert funds from the
Company. In addition, Company employees could use Company information, or other confidential customer information
for personal or other improper purposes, as well as misrepresent or conceal improper activities from the Company.

Any material misconduct or errors by the Company’s employees, would have a material adverse impact on the Company’s
reputation, business, financial position, results of operations and prospects.

2.2 Risks Related to the Market, Industry and Regulatory Environment

2.21 Theimpact of the highly competitive industry in which the Company operates

The industry in which the Company operates is highly competitive and the competitive conditions are expected to
continue. The Company'’s ability to compete depends on many factors, including its reputation, the quality of its services,
product innovation, execution ability, pricing, sales efforts, and the talent of its employees. In particular, the Company
competes with other financial services businesses including established local and international commercial banks and
financing companies operating in Saudi Arabia.

Many of its competitors are part of larger financial services groups and may therefore have greater access to capital,
financial or other resources than the Company. Furthermore, competition might lead to pressure on financial margins.

In addition, there have been some recent mergers in the financial services industry in Saudi Arabia and there may be more
in the future. If competitors merge, the combined businesses may gain economies of scale and develop new products. As
a result, they may be able to compete more effectively on the basis of product offerings and price.

According to SAMA’s website, the number of banks licensed to operate in Saudi Arabia as at the date of this Prospectus
is thirty-two (32) commercial banks, twelve (12) of which are local banks and twenty (20) of which are foreign banks, in
addition to thirty-nine (39) financing companies (including Nayifat Finance Company) licensed by SAMA to conduct one
or more financing activities, of which six (6) are licensed to finance real estate activities, and thirty-one (31) of which are
non-banking financing companies. Additional local and foreign banks and companies may be licensed in the future, which
will result in increased competition within the financing sector.




The Companyreliesonits own pricing policies, which are reviewed periodically based onthe pricing adopted by competitors,
and if competition intensifies in the sector and the Company is forced to reduce the profit rates paid by customers, this
will impact the Company'’s ability to realize revenue/income negatively. The Company’s future performance depends on
its ability to earn, maintain and increase its market share in the finance sector by expanding its branches, digital presence,
services and marketing. The low demand for the Company’s services for any reason will adversely affect the Company’s
financial results. If the Company does not succeed in achieving its expansion strategy, the demand for its services will
decrease, which will have a negative impact on its financial results.

The Competition the Company faces would depend on many factors, including, its financial position, geographical
coverage, outreach to potential customers, compliance with Shariah principles and terms of financing products
offered to customers in comparisons with what banks and other financing companies offer including premium charges,
administrative fees, grace periods, type of guarantees, and the ability to adapt to with new market trends (such as the
subsidy and government backed loans to SMEs and individuals).

To the extent that the Company does not successfully compete in terms of the development of its customer base, new
product offering, pricing, performance, distribution channels or service, its business, results of operations, financial
condition and/or prospects may be adversely affected as a result.

2.2.2 Risks related to the development of the non-Banking financial sector

The growth of the non-banking financing sector in Saudi Arabia may not be as projected by the Company, as a result of
several factors, the most important of which is the ability of finance companies to compete with commercial banks, the
diversity of products and the ease of procedures for obtaining financing, in addition to a number of factors that are beyond
the Company’s control, including any slowdown or downturn in the economic conditions of Saudi Arabia. Any negative
impact on the non-banking financing sector, would have an adverse impact on the Company’s business, financial position,
results of operations, and prospects.

2.2.3 Impact of economic and political risks on the Company’s operations

All of the Company’s operations, assets and customers’ base are centered in the Kingdom, which is an emerging market.
Accordingly, the Company may be affected by the financial and economic conditions prevailing in the Kingdom and the
Middle East, and the level of economic activity in Saudi Arabia in particular. Oil income is expected to play a significant role
in the development of the Kingdom’s economic plans, despite the continuous push for diversification in support of other
non-oil sectors to the gross domestic product. Therefore, a decrease in oil prices may result in a decrease of government
spending which may result in a significant slowdown in the Kingdom’s economic growth.

In addition, many countries in the Middle East suffer from political or security instability at the present time. There can be
no assurance that the negative diplomatic relations with, or economic and political conditions in neighboring countries or
other countries will not have a negative impact on the economy, foreign direct investment or financial markets in Saudi
Arabia in general, and on the Company’s business, results of operation, financial condition and prospects in particular.

Any unexpected major changes in the political, economic or legal environment in the Kingdom and/or other countries
in the Middle East, which include without limitation ordinary market fluctuations, recession, insolvency, weakness in
employment levels, technological shifts and other such developments, will adversely and materially affect the Company’s
business, results of operations, financial condition and prospects.

2.2.4 Risks related to de-pegging the Saudi Riyal exchange rate from U.S. Dollar

and its re pegging at a different rate

The Company relies on its operations on the Saudi Riyal only. The peg to the U.S. dollar has been maintained by SAMA
of the Saudi Riyal at the same exchange rate as the U.S Dollar. However, there can be no guarantee that the U.S. dollar
peg will be maintained in the future, or that the peg will retain its current rate in the future or that the exchange rate will
maintain its current exchange rate. Any de-pegging of the Saudi Riyal from the U.S. Dollar, or its re-pegging at a different
rate, could result in significant fluctuations in exchange of the Saudi Riyal against the U.S. dollar, which would affect the
Company'’s business, financial position, results of operations, and prospects.




2.2.5 Risks related to the monetary union between some GCC countries

There is a possibility that the GCC member countries may each abandon their respective national currencies in favor of
a single GCC currency within the next few years. If a single GCC currency is adopted, the necessary convergence of laws,
policies and procedures will bring significant changes to the economic and political conditions in each of the GCC states
joining the currency union. Until now, there has been no announcement of an official timetable for the progress of the
monetary union, and there are currently no details of new legislation or policies. Any change resulting from the currency
union may adversely affect the Company’s business, financial position, results of operations, and prospects.

2.2.6 Risks related to the highly regulated and evolving financial services industry
in the Kingdom

In recent years, there has been increased regulation of the financial services industry in Saudi Arabia and globally, that
has imposed substantial new or more stringent rules in different areas such as internal practices, capital requirements,
procedures and rules, disclosure requirements, financial reporting, corporate governance, auditor independence, equity
compensation plans, distribution fees dividends, and money laundering and terrorist financing. The Company cannot
guarantee that the compliance, audit and reporting systems it has placed in accordance with SAMA’s regulations and
requirements (which are subject to extensive oversight by regulatory authorities, including periodic examination) will, at
all times, be fully effective. Compliance with those requirements depends on the Company'’s ability to attract and retain
qualified personnel to manage and monitor such systems and procedures. In case of an actual or alleged non-compliance
with regulations, the Company may be subject to investigations and judicial or administrative proceedings that may result
in substantial penalties or lawsuits, including, but not limited to, claims by customers for damages, and/or even the loss
of the Company’s license(s) issued by SAMA. Any of these factors will have an adverse effect on the Company’s business,
financial position, results of operations and prospects.

On May 17 2018G, SAMA established certain principles relating to responsible lending applicable to individual customers.
Such principles impose the adoption of transparent procedures, checking of the customer’s credit history and the use of
certain calculation methods. One of such principles sets certain debt burden ratios of monthly disposable income beyond
which banks and finance companies cannot lend their individual consumers. The Company, as well as other non-bank
financing companies, benefit from higher debt burden ratios while lending to consumers compared to banks. The limit
imposed on banks is capped at 33% (if there is no mortgage) and 45% (if there is a mortgage) of the individual’'s income
allocated to debt repayment. Non-bank financing institutions, including the Company, are allowed to go over this regulatory
limit by providing financing up to 65% DBR in the event that a Real Estate Financing or government real estate support
is available (up to Income of twenty five thousand Saudi Riyals (SAR 25,000) per month) and for Income more than (SAR
25,000 per month) it can go up to 70%. For instance, the amendments to the DBR implemented by SAMA in the year 2019G
resulted in a decline in the average loan size from (SAR 57,198) per booking as at 31 December 2018G to (SAR 40,017) per
booking as at 31 December 2019G. The Company also obtained an exemption from SAMA on 23/12/1436H (corresponding
to 06/10/2015G) allowing it to apply a higher ratio of financing receivables to shareholder equity of 3.5x compared to a
ratio of 3.0x applicable to the rest of the industry. The Company was committed to the lending rates of the class according
to the SAMA directives between 31 December 2018G and 31 December 2020G. According to the directives of SAMA, the
value of loans granted by financial institutions operating in the financing sector (except for financing the construction and
real estate sector) should not exceed three times the value of the shareholders’ equity in a certain period or year. While the
ratio of Islamic finance receivables to shareholders’ equity was 1.5x, 1.7x, 1.4x and 1.3x as at 31 December 2018G, 2019G,
2020G and 31 March 2021G, respectively (for more details, please refer Subsection 6-5 “Key Performance Indicators and
non-IFRS financial measures” and Table 55 “Key Performance Indicators and non-IFRS financial measures”). Any violation
by the Company to Responsible Lending Principles, will make the Company subject to penalties imposed by SAMA.
It is worth noting that as a result of some violations that the Company has committed in the past to the Responsible
Lending Principles, SAMA has imposed two financial penalties against the Company during the financial year of 2020G
(for more details about the executive decisions applied by SAMA, for more details, please refer to Section 12-15-1 “Violating
Responsible Lending Principles” and Section 12-15-2 “Repeated Violation of Responsible Lending Principles”).

Any future amendment of such principles or ratios in a manner that imposes more stringent and protective measures
on the Company would have a material and direct impact on the Company’s business, financial position and results of
operations. In addition, any breach of such requirements may expose the Company to various restrictions and penalties.
The Company’s inability to maintain satisfactory capital adequacy and lending ratios, currently or in the future, may affect
its ability to provide its services or the manner through which it conducts its business. This would have an adverse effect
on the Company’s business, financial position, results of operations and prospects.




The Company is also subject to the Anti-money Laundering and Anti-terrorism Laws and other related regulations. These
laws and regulations require the Company to adopt and implement certain know-your-customer (“KYC”) policies and
procedures and to report suspicious transactions to the relevant authorities. Compliance with this general regulatory
framework is expensive and labor-intensive. Failure to comply with any applicable laws, regulations, rules or contractual
compliance obligations could result in investigations, information gathering, public censures, financial penalties,
disciplinary measures, liability and/or enforcement actions being brought against the Company, including the revocation,
suspension or non-renewal of licences or permissions that the Company needs to conduct its business. Any damage to
the Company’s reputation could deter customers from choosing the Company as their non-banking finance provider. Any
such developments could impair the Company’s ability to conduct its business and would have a material adverse effect
on its financial position, results of operations and prospects.

On April 12, 2018G, SAMA announced the issuance of the Regulatory Rules and Procedures for Collection from Individual
Customers, which apply to banks and finance companies operating in Saudi Arabia. These new regulatory rules and
procedures impose certain limitations on the manners through which banks and finance companies collect their debts
from their customers. Banks and finance companies are not able to deduct due amounts from the customers’ accounts
or offset any debt against the credit balance, unless ordered by a court or consented upon in writing by the customer. This
will limit the Company’s ability to collect any outstanding payments swiftly, or at all. This would have an adverse effect on
the Company’s business, financial position and results of operations.

In assessing a loan application, the Company relies in part on the applicant’s credit score provided by outside services
providers such as SIMAH or other external application evaluation regulations used by credit information companies. A
change in such service providers’ scoring calculation methodology in the future resulting in a lower credit score would
have an adverse impact on the Company’s ability to maintain and grow its loan portfolio, which would have an adverse
effect on the Company’s business, financial position and results of operations.

2.2.7 Risksrelated to idle lands fees

The Council of Ministers of Saudi Arabia has approved the application of the Idle Lands Tax Law in some of the main cities
in Saudi Arabia, pursuant to which the owners of empty plots of urban land designated for residential or commercial use in
the designated cities will have to pay a tax of 2.5% of the value of the land each year for every land with an area that exceeds
the specified area sizes according to the requirements of the Idle Lands Tax Law. The Company may become subject to
the Idle Lands Tax Law if it acquires plots of land through either guarantees or attachment against non-performing loans.
Therefore, the inability of the Company to dispose of such plots of land that are subject to the idle lands tax (whether
owned at this time or in the future), will result in the imposition of idle lands tax on the Company. Such idle lands tax,
if imposed on the Company’s customers, may affect the ability of such customers in settling their existing and future
debts and obligations towards the Company as it would result in an increase in their financial liabilities or would result in
them applying for new financings which would have a negative impact on the Company’s profitability, business, financial
position, results of operations and prospects.

2.2.8 Risksrelated to change in the calculation mechanism of Zakat and income tax

ZATCA issued Circular No. 6768/16/1438 dated 05/03/1438H (corresponding to 5 December 2016G) which requires Saudi
companies listed on the Exchange to calculate income tax and Zakat on the basis of the nationality of the Shareholders
and the actual ownership between the Saudis, and Gulf citizens and others as stated on “Tadawul system” at the end of
the year. Prior to the circular, companies listed in the Exchange were generally subject to the payment of Zakat or tax
on the basis of the ownership of their founders in accordance with its bylaws. The fact that shares were listed was not
a consideration in determining the Zakat base. This circular was to be applied to the year ended 31 December 2016G
and subsequent years. However, ZATCA has issued a Letter dated 19/04/1438H (corresponding to 17 January 2017G)
postponing the implementation of this circular for the financial year ended 31 December 2017G and subsequent years. Until
ZATCAissues its directives regarding the mechanisms and procedures for implementing this circular, the implementation
of this circular, including the final requirements to be met, are still under consideration, as well as the rules that impose
income tax on all non-Gulf residents who have shares in Saudi listed companies which apply the withholding tax on
dividends distributed to non-resident Shareholders irrespective of their nationalities. The Company did not assess the
financial impact of this circular and take sufficient steps to ensure compliance therewith, as it is a closed joint stock
company owned by Saudi and GCC shareholders. If the financial impact of this circular is significant or if the Company
incurs additional costs to take the necessary steps to ensure compliance therewith, this will have an adverse effect on the
Company's business, results of operations, financial position, and prospects.




In addition and based on the new regulations, ZATCA has issued rules for calculating Zakat related to financing activities,
which apply to commercial banks and financial institutions licensed by SAMA. These rules were published on 08/07/1440H
(corresponding to 05/03/2019G) in Um Al-Qura, Issue No. 4771. Based on such rules, the Zakat base will have a minimum
and a maximum amount for the companies incurring profit, which will be four (4) times the net income before Zakat at the
end of the Zakat year as a minimum amount and eight (8) times the net income before Zakat at the end of the Zakat year
as a maximum amount if the Company generates net profit. In the event that a net profit was not generated for the year,
the Zakat base will be four (4) times ten percent (10%) of gross profit at the end of the Zakat year as a minimum and eight
(8) times ten percent (10%) of gross profit at the end of the Zakat year as a maximum. In the event that there is no gross
profit for the year, there will be no minimum or maximum amount for the Zakat base.

The following equation is used to calculate the Zakat base for financing activities: Sources of Funds x [Zakatable assets +
total assets]. Zakat is calculated at 2.5% of the Zakat base for the Hijri year and 2.578% of the Zakat base for the Gregorian
year. It should be noted that, in the event of disputes with ZATCA in the future, the Company may be subject to attachment
and compulsory collection procedures imposed by ZATCA. The Company may be refused to grant government tenders,
recruitment of any labor, or issuance and renewal of work permits that enable it to conduct its activities if sanctions are
imposed for any reason, which would result in a material and negative impact on the Company’s business, results of
operations, financial position and prospects.

2.2.9 Risks related to Value Added Tax

Saudi Arabia issued Value-Added Tax Law, which entered into force on 1January 2018G. This Law imposes a Value Added
Tax of 5% on a number of products and services, involving services provided by the Company as specified in the law. On
17/09/1441H (corresponding to 10/05/2020G), and as a response to the economic impact of the COVID-19 pandemic,
Saudi Arabia announced the increase of VAT to 15%, which was effective on 10/11/1441H (corresponding to 01/07/2020G).

While the increase in the VAT is new and its impact is not yet determined, VAT, by its nature, is borne by the end consumer.
Such an increase or any future increase may affect customer spending, which would have an adverse effect on the
Company’s business which focuses on providing credit products principally to end consumers (through consumer loans and
credit cards). This would have an adverse effect on the Company’s results of operations, financial position, and prospects.
Furthermore, the implementation of VAT is relatively new, and the Company may commit errors while implementing the
regulatory requirements, which may result in penalties imposed by ZATCA in accordance with the VAT Law, which, in turn,
would have an adverse effect on the Company’s business, results of operations, financial position, and prospects.

The Company has been previously found non-compliant with enforcing the requirements of Value-Added Tax Law as the
Company failed to fill-in the entire data set forth under the related documents as well as not enforcing taxes on delay fees
applicable on settlement of credit cards dues. The Company has rectified such non-compliance as of the financial year
2021G. It is worth noting that the VAT is calculated on management and other fees and not on the profit margin. It is worth
noting that the VAT is calculated based on management fees and other fees not on the cost of the term (profit).

2.210 The impact of changes in laws and government policies in the Kingdom

The Company and its businesses are subject to the supervision of a number of governmental bodies in Saudi Arabia,
including but not limited to the SAMA, the Ministry of Commerce the municipalities, the Ministry of Human Resources and
Social Development, Civil Defense, CMA, the Exchange (post listing) and others. The legislative and regulatory environment
inthe Kingdom is witnessing the issuance of a number of regulations and regulations, meaning that they are more vulnerable
to change and development. The cost of complying with such new regulatory environment is high. If existing regulations
change or new laws or regulations relating to financing are issued, the Company may have to make a change in its services
or financing products to meet the requirements of these laws, resulting in additional cost to be incurred by the Company,
which will have a negative impact on the company's operations, financial position and expectations.

Given the nature of its business, the Company is required to comply at all times with applicable regulations. Therefore,
the Company is subject to the risk of regulations, laws, circulars and policy changes and reporting requirements in Saudi
Arabia, including such laws and policies related to taxes. The legal and regulatory environment in Saudi Arabia is witnessing
the introduction of a number of laws and regulations and, accordingly, more likely to be subject to development and
change. Costs related to compliance with such laws are high. In the event of changes to existing laws and/or regulations
or the issuance of new laws and/or regulations relating to financing; the Company may, in order to comply therewith, have
to change its services, or make changes to its financing products to meet the requirements of these laws. This will cause
the Company to incur unexpected additional financial expenses, or have an adverse effect on its operations, financial
position and prospects.




The laws and regulations applicable to the Company’s business and operations require continuous compliance.
Accordingly, if the Company fails to comply with these laws and regulations continually, it will be subjected to some
fines or penalties imposed by the relevant supervisory authorities, which will result in reduction of its revenue growth
or suspension of its work or licenses. Furthermore, the new laws, regulations and instructions will have an impact on
the Company’s cash flow, collection and its financing operations will have an adverse effect on its operations, financial
position and prospects.

On 07/12/1439H (corresponding to 18/08/2018G) the bankruptcy law issued by Royal Decree No. (M / 50) dated
28/05/1439H (corresponding to 14/02/2018G) came into force. The law is designed to regulate bankruptcy procedures
such as preventative settlement, financial reorganization, liquidation, preventive settlement of small debtors, financial
reorganization of small debtors, liquidation of small debtors, and administrative liquidation. However, the law and its
practical features have not been tested extensively as it is relatively new. Nonetheless, the law includes certain provisions
that may affect the Company’s ability to collect from its customers in default. For instance some bankruptcy rules
may apply to a segment of the Company’s individual customers who represent more than approximately 98.7% of the
Company'’s entire credit and finance portfolio for the period ended 31 December 2019G, 95.7% for the period ended 31
December 2020G, and 92.6% for the three months period ending on 31 March 2021G. Additionally, the law provides the
option to persons in default and lenders to reach an agreement to protect the person in default from bankruptcy, which
involves rescheduling of the debt or even a reduction of loan amount due. All such factors may affect the Company’s ability
to fully collect amounts due and to compete with other creditors on such collections. This would affect the Company’s
business, financial position, the results of its operations and its prospects.

2.211 Risks related to compliance with the Saudization and Labor Laws

Compliance with Saudization is a statutory requirement in Saudi Arabia whereby all companies operating in Saudi
Arabia, including the Company, are required to employ and maintain a certain percentage of Saudi employees among
its personnel. The ratios of Saudization vary according to the sector in which a company operates. As per the Nitaqat
Program issued by the Ministry of Human Resources and Social Development, the Company is classified as a finance
company operating in the financial services sector. As at 31 December 2020G and 31 March 2021G, the Saudization rate
at the Company was about 91%, and 90.5%, respectively which places the Company in the platinum range of the Nitagat
Program. Although the Company is currently committed to meet the applicable Saudization percentages, the Ministry
of Human Resources and Social Development may decide to impose more stringent Saudization requirements in the
future. It may be challenging for the Company to continue to maintain or increase its Saudization rate, and may not be
able to meet the requirements of the Ministry of Human Resources and Social Development in the future. The Company’s
inability to meet Saudization requirements or to comply with other applicable Labor laws and regulations may result in
the imposition of penalties or fines and the suspension of issuing and transfer visas of non-Saudi employees, which would
have a material adverse effect on the Company’s business, financial position, results of operations, and prospects (for
more details, please refer to Section 4.10 (“Saudization”)).

2.212 Risks related to higher government fees for the employment of non-Saudi
employees

The government approved a number of decisions intended to make comprehensive reforms in the labor market in Saudi
Arabia, including imposing additional fees for each non-Saudi employee working for a Saudi organization as of 01/01/2018G,
as well as increasing the fees for the issuance and renewal of residency permits to non-Saudi employees, personnel
and dependents (Expats Dependents Fees) which became effective as of 01/07/2017G and will be gradually increased.
Accordingly, this will lead to an increase in the government fees paid by the Company for its non-Saudi employees.

Higher residency permit fees for dependents of non-Saudi employees and personnel may also result in increased costs
of living to the detriment of non-Saudi employees. Therefore, they may accept to work in other countries with lower costs
of living. In such a case, the Company will find it difficult to retain competent employees and would have to bear the
cost of the increase in government fees for the residency permits of the families of non-Saudi employees, which may
cause an increase in the Company’s costs, by having to bear the cost of the increase in government fees associated with
the issuance and renewal of the residence permits of non-Saudi employees and their family members and by having to
increase their salaries.




2.213 Risks related to the occurrence of natural disasters

Natural disasters beyond the control of the Company may significantly affect the continuity of the Company’s operations,
its branches and customers. Any damage to the Company’s branches, employees or customers, whether as a result of
floods, earthquakes, storms or any other natural disaster, may cause the Company to incur significant costs. It will also
affect the customers’ ability to pay back their loans and the Company will, therefore, face difficulties in conducting its
operations and collections, and thus reduce its future operating results. In the event of natural disasters causing damage
to the Company, this will have a significant adverse impact on the Company’s business, results of operations, financial
position and prospects.

2.3 Risks Related to the Offer Shares

2.31 Risks related to market, and potential volatility and fluctuation of Share price

The Offer Price has been determined based upon several factors, including the past performance of the Company,
the prospects for the Company’s business, the industry in which it operates, the markets in which it competes and an
assessment of the Company’s management, operations and financial results. The Offer Price may not be indicative of the
price at which the Shares will be traded following completion of the Offering and the Subscribers may not be able to resell
the Offer Shares at the Offer Price or above or may not be able to sell them at all.

The post offering market price of the Shares may be negatively affected by various factors, including, but not limited to:
e negative variations in the Company’s operating performance and improvement of the performance of its
competitors;
e actual or anticipated fluctuations in the Company’s quarterly or annual operating results;

e publication of research reports with negative expectations by securities analysts about the Company or its
competitors or the banking and non-banking finance industry;

e the public’s reaction to its press releases and its other public announcements;

¢ the Company’s or its competitors’ failure to meet analysts’ projections;

e departures of key personnel;

e important and strategic decisions by the Company or its competitors, and changes in business strategy;
e changes in the regulatory environment affecting the Company or the finance industry;

e changes in adopted accounting rules and policies;

e terrorist acts, acts of war or periods of widespread civil unrest;

e natural disasters and other calamities; or

e changes in general market and economic conditions.

The realization of any of these risks or other factors could cause the market price of the Shares to decline significantly.

The stock market in general experiences from time to time extreme price and volume fluctuations. Market fluctuations
could result in extreme volatility in the price of the Shares, which could cause a decline in the value of the Shares, which
will have a negative effect on the subscribers’ investments in the Company’s shares. There is no guarantee that the
market price of the Company’s Shares will not be lower than the Offer Price. If this happens after the investors have
subscribed for the New Shares, such subscription may not be cancelled or amended. Therefore, the investors may suffer
losses. Moreover, there is no guarantee that any investor will be able to sell its Shares at a price equals to or higher than
the Offer Price after subscription.

2.3.2 Risks related to lack of demand for the Shares

There is no guarantee that there will be sufficient market demand for the Offer Shares after the completion of the Offering
and the commencement of trading in the market, which may negatively affect the share price.




2.3.3 Risksrelatedtoeffective controlpost-Offeringbythe Substantial Shareholders

Following the completion of the Offer, the Substantial Shareholders will hold (57.8%) of the Company’s share capital.
Accordingly, the Substantial Shareholders will be able to control the decisions and actions that require the Shareholders’
approval, including but not limited to, mergers, acquisitions, sale of assets, election of Directors, increases or decreases
of share capital, and issuance or non-issuance of additional Shares, or any change to the Company. Consequently, there
may be instances where the interests of the Substantial Shareholders may conflict with those of the minority shareholders
(including Subscribers), this will impose a situation on the minority shareholders which is not beneficial. The Substantial
Shareholders may control the Company in a manner that will adversely and materially affect the Company’s business,
financial position, results of operations and prospects.

2.3.4 Risks related to the absence of an existing market for the Company’s Shares

Currently, there is no public market for trading in the Company’s Shares. There can be no guarantee that, after the
Offering, an active market with liquidity for trading in the Shares will develop or be sustained. In the absence of an active,
continuous and liquid market, this will adversely affect the price of the stock trading.

2.3.5 Risks related to the Company'’s ability to distribute dividends

The decision to distribute dividends will depend upon a number of factors, including the Company’s ability to achieve
future profits, the company'’s financial position, statutory reserve requirements, available credit limits, general economic
conditions, cash flows, working capital requirements, capital expenditures, in addition to other factors subject to the
evaluation of the Board of Directors and the Ordinary General Assembly to declare dividends as it deems appropriate.
The Shareholders may not obtain any profit from investment in the Shares unless they sell the same at a price higher than
the purchase price.

The Company is also subject to some rules related to the approval of SAMA on distributing dividends in accordance with
the Law on Supervision of Finance Companies, which contains some conditions in this regard, one of which is that the
distribution of dividends shall not reduce the Company'’s capital adequacy or liquidity levels to lower than the required
limits which would allow the Company to carry out its activities and maintain its business continuity to achieve the
objectives of its business plans and set strategy.

Furthermore, dividend distributions within one fiscal year cannot exceed the profits realized during the previous fiscal
year. Consequently, the Company does not guarantee in any way that it will own sufficient money for distribution or
announce dividends in the near future. If the Company does not distribute dividends to shareholders, they may receive
no return on equity investment except by selling shares at a price higher than the purchase price. (For more details on the
Company'’s dividend distribution policy, see Section 7 (“Dividend Distribution Policy”)).

2.3.6 Risks related to selling a large number of Shares on the market

Sales of a substantial number of the Shares in the public market following the completion of the Offering, or the perception
that these sales will occur, could adversely affect the market price of the Shares. Upon the successful completion of
the Offering, the Substantial Shareholders will be subject to the Lock-up Period of six months following the Offering
during which they may not dispose of any Shares. Moreover, the sale of a substantial number of Shares by any of the Key
Shareholders following the expiration of the Lock-up Period, or the perception that such sales could occur, would have an
adverse effect on the value of the Shares in the market.

2.3.7 Risksrelated to the issuance of new Shares in the future

The Company may decide to raise additional capital by issuing new Shares (after completing the formal procedures
including taking the approval of the SAMA, CMA and the Extraordinary General Assembly) for the interest of new investors
or some of the existing shareholders. This will adversely affect the share price in the market and dilute the shareholder
ownership percentage in the Company, if they do not subscribe to new shares at that time.

2.3.8 Foreign exchange rate risks when investing in the Offer Shares

The Offer Shares are, and any dividends to be paid in respect of the Offer Shares will be, denominated in Saudi Riyals. Any
investment in the Offer Shares by an investor whose principal currency is not the Saudi Riyal will expose that investor to
risk of change in foreign currency exchange rate. This may adversely impact the investor’s value of the investment in the
Offer Shares or any dividends.




3- Market Overview

3.1 Saudi Market Overview

Data and information related to the Non-banking Financial Institutions (NBFIs) market in Saudi Arabia and stated in the
market section are derived from information available to the public. We understand that there is no reason to consider
such information as inaccurate. Therefore, the Board of Directors, Shareholders and Advisors have not independently
checked the accuracy of such data and information.

3.2 Macroeconomic Overview

Since the launch of Vision 2030, the government has undertaken several measures to diversify the economy of Saudi
Arabia. The CPI (Consumer Price Index) inflation in 2020G amounted to (3.4%) while the trade balance has registered a
decrease of SAR 179.8 billion.

Table 4: Key Macroeconomic Indicators

Indicator 2015G  2016G 2017G 2018G 2019G  2020G 2021GF 2022GF 2023GF 2024GF 2025GF

Nominal
GDP (SAR 2,454 2,419 2,582 2,949 2,974 2,625 2,891 3,146 3,279 3,365 3,405
bn)

Nominal

GDP

(Average (13.50%) (1.43%) 6.77% 14.22% 0.82% (11.71%) 10.12% 8.81% 4.22% 2.64% 117%
Annual

Growth %)

Population
(Million)

GDP per
Capita 79,425 76,082 79,177 88,270 86,902 74,927 80,577 85,649 87195 87,454 86,455
(SAR)

Budget
Balance (389) (311) (238) (174) (133) (294) (75) 37 80 59 (12)
(SAR bn)

CPI
Inflation
Y/Y %
change)
Trade

Balance 166.0 209.1 369.2 6328 455.0 179.8 350.7 478.0 497.8 463.7 386.3
(SAR bn)

30.9 31.8 32.6 334 34.2 35.0 35.9 36.7 376 385 39.4

1.22% 2.05% (0.81%) 2.45% (2.09%) 3.44% 2.40% 2.30% 2.10% 2.00% 2.00%

Source: Economist Intelligence Unit (EIU)

The government is continuing to implement economic and social reforms to realize Vision 2030’s goals. This initiative
is driven by several catalysts; including, but not limited to, activating the role of the Public Investment Fund (one of the
largest sovereign funds in the world) and launching the privatization programs to expand the private sector participation.

The reforms that took place improved confidence in the country’s economy. This was apparent by Saudi Arabia’s position
improving in the World Bank’s ease of doing business ranking. The country jumped 30 places to rank 62 with an overall
score of 71.6 out of 100 (As per World Bank Group’s ‘Doing Business 2020’ report). All these economic and policy
developments facilitate a more nurturing business environment in the Kingdom and provide ample growth opportunities
for the non-banking financial sector.




3.21 Population Growth

The total population of Saudi Arabia stood at 27.6 million in 2010G and grew at a CAGR of 2.4% in the period from 2010G
to 2019G. As a result, the total population reached 35 million in 2020G and is expected to reach 39.4 million by 2025G.

Figure 1: Saudi Arabia Population (figures in million)
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3.2.2 Demographic Profile

e Asof 2019G data, Saudi individuals constituted approximately 62.2% of the total population in 2019G while non-
Saudis represented the remaining 37.8%. The total number of Saudis was estimated to be around 21.3 million, of
which the Saudi male population was estimated to be 50.9% while the Saudi female population was estimated to

be 49.1%. Saudi Arabia is a relatively young country with approximately 75% of the Saudi population falling below
the age of 40 years.

e Ofthe 13 administrative regions in the Kingdom, three of them represent 66% of the total population, where the
regions of Makkah Al Mukarramah, Riyadh and the Eastern Province constituted a population concentration
according to 2019G statistics, while the other ten regions represented about 34% of the population.

Figure 2: Saudi Population by Age Group, 2019G Figure 3: Populataion by Saudis & Non-Saudis, 2019G
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3.2.3 Personal income and Private consumption (SAR)

During 2015G-2019G, private consumption per capita has been slightly higher than private income per capita in Saudi
Arabia. Considering the historical trend, the gap between income and consumption is expected to continue; thus, this is
expected to drive the demand in the consumer financing segment during the forecast period 2021G to 2025G.

Figure 4: Personal income and Private consumption (figures in SAR)
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3.2.4 Employed Persons and Employment Growth

Total employment in Saudi Arabia, including Saudis and non-Saudis, has grown from 10.3 million in 2015G to 11.6 million in
2020G and is expected to reach 13.1 million by 2025G. The unemployment rate in the Kingdom amongst Saudi nationals
out of the total labor force has witnessed a declining trend over the last 3 years, which went from 12.7% in 2018G to 12.6
% in 2020G.

A key goal of Vision 2030 is to create jobs through the development of various sectors, which will lead to reducing
unemployment. For example, the expansion of the retail sector is expected to create 1 million jobs for Saudi nationals
by 2030G. Similarly, the localization of the defense industry and the resultant stimulus to other industrial sectors such
as industrial equipment, communications, and information technology, amongst others, will also drive job creation even
further. Moreover, the Ministry of Human Resources and Social Development has revealed ambitious plans to create
more than 561,000 private-sector jobs by 2023G as a part of the digital era in job market in the kingdom.




Figure 5: Employment in Saudi Arabia (figures in million)
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3.3 Financial Sector Overview

3.3.1 Regulatory Framework

The financial sector in Saudi Arabia is supervised and regulated by SAMA, the central bank of the Kingdom of Saudi
Arabia, which was established in 1952G and was known as the Saudi Arabian Monetary Authority.

3.3.2 Regulatory Sandbox

Regulators around the world are currently looking at how technology applied to financial services (FinTech) is being
developed in their respective jurisdictions. The objective of this practice is to understand its potential impact on
consumers and market dynamics. In addition, regulators are examining how to adapt the current regulatory environment
to foster new opportunities and innovation whilst ensuring an adequate level of consumer protection.

Therefore, and in line with the Kingdom'’s Vision 2030, SAMA launched the Fintech Saudi initiative which aims to support
entrepreneurship and the enhancement of financial technology (FinTech) offerings. Further, the initiative aims to support
the FinTech ecosystem in orderto promote the Kingdom as a FinTech hub, embracing a thriving and responsible ecosystem
of central banks, investors, companies, colleges, and state institutions which will ultimately contribute to the support of
financial inclusion and the rise of digital economy. The initiative aspires to achieve several objectives, most prominent of
which are; educating individuals and inspiring them to develop their knowledge and skills in the FinTech field.

3.3.3 Financial Sector Development Program

As part of the Saudi Vision 2030, the Council of Economic and Development Affairs (CEDA) formally approved the
Financial Sector Development Program in May 2018G.

One of the major objectives of Financial Sector Development Program is to raise the level of MSME’s contribution to
GDP from 28.75% to 35% by 2030G. Hence, the program has set a target towards MSME financing as percentage of total
commercial loans provided by commercial banks and NBFIs to 33% by 2030G.

The program also targets to promote digital payments in the Kingdom and convert Saudi to a cashless society by
increasing the share of non-cash transactions to 70% by 2030G.




There are three pillars of the Financial Sector Development Program which are as follows:

e Pillar 1: Enabling financial institutions to support private sector growth - This pillar includes several Vision
2030-related initiatives, such as enabling new types of players to enter the market, incentivizing the financial
sector to finance MSMEs, facilitating emerging FinTech players, and driving towards a cashless society with the
aim of serving the financing needs of the broader population.

e Pillar 2: Ensuring the formation of advanced capital markets - This pillar aims to make the Saudi financial market
more attractive to local and international investors through a number of initiatives that will see more diversified
investment products and developed legislations. The program also encourages the privatization of targeted
state-owned services and sectors.

e Pillar 3: Promoting and enabling financial planning - The third pillar attempts to focus on boosting the demand
and supply-sides of savings to bolster the Kingdom’'s savings ecosystem. This involves creating incentives
to offer a diverse range of lucrative and safe savings products and simultaneously increasing awareness and
promoting financial literacy and planning. A number of the planned savings products will be backed by the
government and designed to help citizens achieve certain long-term goals, such as their children’s future
expenses, supplementary retirement income, and affordable home ownership.

These pillars are aligned with the ambitious strategic objectives of Saudi Vison 2030 of diversifying the economy, growing
investments to new sectors, supporting emerging sectors and attracting foreign investment.

3.3.4 Financial Sector Institutions

The financial sector of Saudi Arabia comprises banks, non-banking financial institutions (NBFIs) and specialized credit
institutions (SCls). The total assets managed by the financial sector was worth SAR 3.42 trillion as of Q1 2021G and it
registered a growth of 10.9% compared to as of Q1 2020G (SAR 3.08 trillion).

Commercial banks (Saudi domestic banks and branches of foreign banks) managed 88.7% of the total financial assets
while SCls managed 9.8% and NBFIs held 1.5% of the total assets.

3.3.5 Commercial Banks

There are a total of 32 commercial banks licensed to operate in Saudi Arabia as of Q1 2021G Of which, 12 are Saudi
domestic banks (Two are licensed digital banks, however they did not commenced operation as of now) and 20 are licensed
branches of foreign banks. In addition, there are 6 foreign banks which are granted a license to start their operations. The
assets of commercial banks were worth SAR 3.035 billion as of Q1 2021G.

3.3.6 Specialized Credit Institutions (SCls)

SCls include Agriculture Development Fund (ADF), Social Development Bank (SDB), Saudi Industrial Development Fund
(SIDF) and Real Estate Development Fund (REDF). The assets of SCls were worth SAR 323 billion as of Q1 2021G.

3.3.7 Non-Banking Financial Institutions (NFBIs)

There are a total of 39 licensed non-banking financial institutions operating in the Kingdom. The non-banking financial
institutions include one real estate refinance company, one microfinance company, six real estate finance companies and
31 companies offering non-real estate finance. The total assets of all these financial institutions were worth SAR 58 billion
as of Q12021G.




3.3.8 Consumer Finance Business Model of Commercial Banks and NBFls
SAMA regulations cap consumer financing to consumers based on Debt Burden Ratio (DBR) of their monthly disposable
income (As per SAMA regulations on responsible lending principles for individual customers).

Deductions for customers whose total monthlyincome is 15,000 Saudiriyals or less are subject to the following restrictions:

a. The monthly credit obligations arising from the financing and related only to the monthly deduction of the total
salary of the client shall not exceed 33.33% and for retired workers 25% of the total salary.

b.  The monthly credit obligations other than the monthly credit obligations resulting from the real estate financing
shall not exceed 45% of the total monthly income of the client.

c. The monthly credit obligations resulting from the financing shall not exceed (55%) of the total monthly income
of the client. However, with regard to clients benefiting from the Ministry of Housing or the Real Estate
Development Fund for real estate financing products, the monthly credit obligations resulting from the financing
must not exceed (65%) of the client’s total income.

Deductions for customers whose total monthly income exceeds 15,000 SAR and is less than 25,000 SAR are subject to
the following restrictions:

a. The monthly credit obligations arising from the financing and related only to the monthly deduction of the total
salary for the client shall not exceed (33.33%) and for retired clients (25%) of the total salary.

b. The monthly credit obligations other than the monthly obligations resulting from the real estate financing shall
not exceed (45%) of the total monthly income of the client.

c. The monthly credit obligations resulting from the financing shall not exceed (65%) of the total monthly income
of the client.

The burden ratio for customers with a total monthly income of SAR 25,000 or more are subject to the following restrictions:

a. The monthly credit obligations arising from the financing and related only to the monthly deduction of the total
salary for the client shall not exceed (33.33%) and for retired clients (25%) of the total salary

b.  The credit obligations resulting from the financing are subject to the financier’s credit policies, and the financier
must take into account that all of his clients are subject to an assessment of the possibility of bearing the
monthly credit obligations mentioned in these principles.

3.4 Banking Sector Overview

There are 12 local Saudi banks (including two digital banks that are registered but did not start their operations until the
date of this bulletin) and 20 branches of foreign banks as in the first quarter of 2021G. All local Saudi commercial banks
(except for the two digital banks) are listed on the Saudi Stock Exchange (Tadawul).

Table 5:  List of Saudi Commercial Banks Licensed by SAMA

Licensed International Banks

Saudi Commercial Banks Branches of Licensed International Banks .
(Operations not started)
Saudi National Bank Gulf International Bank Saudi Arabia (GIB-SA) Trade Bank of Iraq
The Saudi British Bank (SABB) Emirates NBD Standard Chartered Bank
Saudi Investment Bank National Bank of Bahrain (NBB) Credit Suisse Bank
Alinma bank National Bank of Kuwait (NBK) Bank of China Limited
Banque Saudi Fransi Muscat Bank Banque Misr (Licensed - has not
started yet)
Nati | Bank of | Li -
Riyad Bank Deutsche Bank ational Bank of Iraq (Licensed

has not started yet)

Al Rajhi Bank BNP Paribas




Licensed International Banks

Saudi Commercial Banks Branches of Licensed International Banks .
(Operations not started)
Arab National Bank J.P. Morgan Chase N. A
Bank AlBilad National Bank of Pakistan (NBP)
Bank Allazira T.C.ZIRAAT BANKASI A.S.
STC Bank (Licensed - has not Industrial and Commercial Bank of China
started yet) (ICBC)

Saudi Digital Bank (Licensed -

National Bank
has not started yet) Qatar National Ban

MUFG Bank, Ltd.
First Abu Dhabi Bank

Source: SAMA

The Saudi British Bank and Alawwal bank merged in June 2019G and have legally combined their businesses.

National Commercial Bank and Samba Financial Group have also entered into a binding merger agreement in the first half
of 2021G, under the name Saudi National Bank.

Market Share Analysis of Commercial Banks By Asset Size (As of Q1 2021G)

Figure 6: Market Share of Commercial Banks by Asset Size
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The banking sector registered strong growth rates as of Q1 2021G. The assets of banks rose by 11.4% (SAR 311 billion) to
SAR 3,035 billion as of Q1 2021G with respect to the total assets as of Q1 2020G (SAR 2,724 billion).

The Saudi National Bank acquired the designation of the largest Saudi bank with assets amounting to SAR 599.6
billion (representing 23.8% of the total market), followed by Al-Rajhi Bank with assets amounting to SAR 512.2 billion
(representing 20.3% of the total market) and Riyad Bank with total assets amounting to SAR 308.0 billion (representing
12.2% of the total market).

The five largest banks accounted for approximately 75% of the total financial assets of the sector.Al Rajhi Bank, Alinma
Bank, Bank Albilad, and Bank Allazira are Islamic banks specialized in providing financial products and services in
compliance with Islamic Shariah principles. Together, these banks constituted approximately 34.4% of the total banking
assets as in the first quarter of the year 2021G. As for the rest of the Saudi banks, they provide traditional financial services
in addition to Shariah compliant products and services.

Market Share of Commercial Banks By Loans Disbursed




Figure 7: Market Share of Commercial Banks by Loans Disbursed
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The market share analysis shows the ranking of prominent commercial banks from the banks operating in the Kingdom -
according to the disbursed loans - (except for digital banks), where the NationalCommerical Bank ranked first with a total
credit value of SAR 356.7 billion, representing 22.0%, which is the same percentage as Al-Rajhi bank, where the credit
value amounted to 356.1 billion Saudi riyals as in the first quarter of 2021G. Riyad Bank, Saudi British Bank, Alawwal Bank
and Banque Saudi Fransi followedthe Saudi National Bank and Al Rajhi Bank, with a credit value of SAR 196.4 billion,
SAR 156.7 billion and SAR 134.1 billion, respectively.The eight major banks accounted for 93% of the total loans granted,
according to the statistics of the first quarter of the year 2021G.

During the period from 2015G-2018G, Saudi banks faced economic challenges due to the drop in oil prices, which began at
the end of 2014G, which witnessed a contraction in government spending and a decrease in demand by the private sector.
During this period, Saudi banks recorded a noticeable decline in their credit capabilities, as many companies abandoned
their expansion plans until the prevailing market uncertainty and oil prices recovered, respectively.

341 GCC Non-Banking Financial Sector Overview

Financial institutions in the Gulf Cooperation Council (GCC) countries have developed greatly over the past two decades,
but have remained under the control of commercial banks, according to the International Monetary Fund (GCC Financial
Regulations - 2017) report. While the equity markets witnessed significant growth, the debt market witnessed limited
development.

3.411 GCCfinancial institutions are large and dominated by banks

The total assets of GCC financial institutions (Including NBFIs and Banks) are about SAR 10.7 trillion, while the average
of the group of large emerging market economies (large emerging markets - EMs are comprised of Brazil, China, India,
Russia, and South Africa) are at about SAR 145.1 trillion.

It should be noted that the assets of GCC financial institutions are somewhat bigger than the average of the group large
emerging market economies relative to their respective GDPs. The share of NBFls in GCC financial institutions’ assets is
about 20%, which is broadly in line with the emerging markets average, however, it is much lower than the U.S. and Japan.




Table 6: GCC Financial Institutions Assets versus Competitors, 2017G

Financial Institutions GCC USA Japan Large EMs
Assets in SAR Trillions
Commercial Banks 8.6 82.9 66.4 120.5
Non-Banking Financial Institutions 21 107.9 251 24.6
Total 10.7 190.8 91.5 1451

Financial institutions’ assets break up in percentage

Commercial Banks 80% 43% 73% 83%
Non-Banking Financial Institutions 20% 57% 27% 17%

Total 100% 100% 100% 100%
Financial institutions’ assets as a percentage of GDP

Commercial Banks 156% 119% 358% 141%
Non-Banking Financial Institutions 39% 155% 135% 44%

Total 195% 274% 493% 185%

Source: IMF Report 2017G

3.41.2 GCC banking system vary in size and depth

GCC banking system is well-capitalized, largely domestically owned, and with significant public and quasi-public
ownership. Bahrain (the smallest economy in the region) ranks first in terms of banking system depth (with a ratio of
banking system assets to non-oil GDP of 820%), and Saudi Arabia (by far the largest economy in the region) has the lowest
ratio of banking system assets to non-oil GDP, at 131%.

3.41.3 Consumer Financing by Banks as Percentage of GDP in 2019G

The consumer finance market is largely dominated by banks in GCC countries. It can be seen that the consumer finance
market in Saudi Arabia has higher than average growth opportunity compared to other GCC countries, given the relative
under penetration which offers a huge opportunity for Non-Banking Financial Institutions.

Consumer finance by banks accounted for 11.2% of GDP in Saudi Arabia in 2019G, as compared to an average of 20.2% for
all the GCC countries including Saudi Arabia.

Figure 8: Consumer Financing by Banks as Percentage of GDP (2019G)
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Source: 4SiGHT analysis based on data from annual reports of Central Banks of reported countries for the year 2019G




3.41.4 MSME Financing as Percentage of Total Commercial Loans by Banks in 2019G

In 2019G, MSME financing in Saudi Arabia represented 7% of the total commercial loans by banks. This is well below
benchmark levels set in the Kingdom’s Financial Sector Development Program (33%) thus offering a significant
opportunity for Non-Banking Financial Institutions.

Figure 9: MSME Financing as Percentage of Total Commercial Loans by Banks (2019G)
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2019G, while for the rest of the GCC countries MSME Financing by banks as percentage of total commercial loans is considered for 2019G

Source: 4SiGHT analysis based on data from annual reports of Central Banks of reported countries for the year 2019G
3.5 Non-Banking Financial Institutions in Saudi Arabia

3.51 Licenses Provided by SAMA to NBFls

SAMA is the regulatory agency that oversees the financial sector in Saudi Arabia and enforces regulations Moreover,
SAMA develops regulatory and supervisory frameworks to enhance the financial stability of this sector, ensure fair
transactions for all stakeholders, and support sustainable economic growth.

SAMAlicenses all financial institutions in Saudi Arabia finance company to engage in one or more of the following activities:

® Real-estate finance

® Production asset finance

e Small and Medium Enterprise finance

® Finance lease

e Credit card finance

e Consumer finance

® Micro finance

e Any other activity approved by SAMA
SAMA has clearly specified that a finance company may not engage in activities other than finance activities or acquire,
directly or indirectly, other entities engaging in activities other than finance activities.Same goes for trade in currencies,
gold, precious metals, or securities real estate, or engage in wholesale or retail trading. In the same line finance companies
are not allowed to accept time deposits or non-banking facilities or opening accounts of all types for its clients, unless

licensed by SAMA. The company shall deposit with SAMA a percentage of the value of the deposits as specified by the
regulations and obtain foreign short-term finance without obtaining the approval of SAMA as specified by the regulations.




The following table shows the list of NBFls operating in Saudi Arabia:

Table 7:

List of Licensed Non-Banking Financial Institutions

Companies Licensed to Provide Non-Real Estate Finance

Companies Licensed to Provide
Real Estate Finance

Nayifat Finance Company
Morabaha Marina

Quara Finance Company
Emkan Finance

United Company for Financial Services
(Tas’heel Finance)

Tawkelat Financing Company

National Finance Company

Al Raedah Finance

Tamwily International Company

Osoul Modern Finance Company

Abdul Latif Jameel United Finance
Company

Al Yusr Leasing and Financing

Yanal Finance (formerly Saudi ORIX
Leasing)

AJIL Financial Services Company
Saudi Fransi For Finance and Leasing

Kirnaf Finance

Source: SAMA

Al Amthal Financing
Matager Finance Company
Saudi Finance Company

Gulf Finance Saudi Arabia
Al Jasriah Company
Dar Aletiman Al Saudi

ljarah Finance

Tayseer Arabian Company

Own Financing Company

Gulf Lifting Financial Leasing
Company

Tamam Financial Company
(Micofinance)

Aljabr Financing Company
Tamweel Al-Oula
Raya Financing Company

Taajeer Finance Company

American Express Company

Amlak International
Dar Al Tamleek
Saudi Home Loans

Deutsche Gulf Finance

Abdul Latif Jameel Real Estate
Finance

Bidaya Home Finance

Companies Licensed to Provide
Real Estate Refinance

Saudi Real Estate Refinance
Company

Companies Licensed to Provide
Micro-Business Finance

Bab Rizq Jameel

The total number of finance companies is 39 licensed companies according to the data of the fiscal year 2020G, including
six companies specialized in real estate finance, one in microfinance and one in financing small enterprises, while the
other 31 provide non-real estate financing services.

Nayifat Finance Company is a prominent player in the personal finance segment. The other prominent NBFls in this
segment are Morabaha Marina, Quara Finance Company, Emkan Finance, Tas’heel Finance, Tawkelat Financing Company,
National Finance Company and Al Raedah Finance.

Abdul Latif Jameel United Finance Company and Al Yusr Leasing and Financing are prominent NBFIs in the auto financing
segment. While Yanal Financial Company (formerly Saudi ORIX Leasing), AJIL Financial Services Company, Saudi Fransi
For Finance and Leasing, and Al Amthal Financing are major NBFls in equipment leasing/commercial vehicle leasing

segment.




3.5.2 Key Regulatory Developments in NBFI Sector

The key developments in SAMA's regulations to advance the non-banking finance sector during 2019G were as follows:

Working on the Risk-Based Supervision Project for Finance Companies, which is aimed at directing resources
towards high-risk activities.

Issuing a number of regulations for the finance companies’ sector, including Rules Regulating Consumer
Microfinance Companies, the Updated Rules of Engaging in Microfinance Activity, cancelling compulsory IPOs
of finance companies, amending some articles of the Implementing Regulations of the Finance Companies
Control Law and the Rules Governing Disposal of Finance Assets or Their Contractual Rights, Rules for Lessor’s
Recovery of Movable Assets in Finance Lease Contracts, and Requirements of Mortgage Registration and
Documentation.

SAMA is working on a number of initiatives aimed at training finance companies’ employees and improving
awareness of rules and regulations within the financial sector.

Regarding SAMA’s supervisory role, 23 circulars were issued during 2019G on a number of topics related to finance
companies’ activities, including:

1-

3-

a circular regarding rules on ownership of properties within Makkah and Madinah'’s borders for banks and real
estate finance companies,

a circular on amendment of some articles of the Implementing Regulations of the Finance Companies Control
Law and Rules Governing Disposal of Finance Assets, and

a circular on the updated Microfinance Rules.

The circulars were issued with the aim of protecting clients’ rights and advancing and maintaining the stability of the

sector.

A number of controls and rules were also issued in 2019G, including:

1-
2-

the Rules on Outsourcing for Finance Companies

the second update of the Requirements for Appointments to Senior Positions in Financial Institutions Supervised
by SAMA

the Controls for the Settlement of Total Loss in Motor Finance Lease Contracts, and

Rules for Lessor’s Recovery of Movable Assets in Finance Lease Contracts.

The total number of finance-related rules and regulations published on SAMA’s website until the end of 2019G reached 22.

The key developments in SAMA's regulations in 2020G were as follows:

Deposit Taking Finance Companies (DTFCs) Regulations 2020G:

SAMA regulations are applicable to all Deposit Taking Finance Companies operating in the Kingdom of Saudi Arabia. The
regulation is briefly mentioned as below:

DTFCs are authorized to mobilize savings and time deposits from non-individual customers and to grant loans,
credits and advances out of such deposits while observing liquidity ratios with regard to its liquid assets vis a vis
total deposit liabilities and other prudential regulations as prescribed for DTFCs.

DTFCs shall maintain one or more records of specified particulars in the case of every depositor such as name,
address of depositor, types of deposit, date of receipt/date of renewal, date of maturity and profit rate payable.
The registers are required to be kept at the place of business and preserved in good order for five calendar years
following the financial year in which the latest entry was made of the repayment or the renewal of the deposit.
No Finance Company shall carry out deposit taking business without prior SAMA written approval to designate
it as a Deposit Taking Finance Company (DTFC)

An application seeking SAMA’s approval to carry out deposit taking business shall be accompanied by the
Feasibility Study and three-year business plan of proposed deposit taking business detailing the mission, vision,
scope and nature of business operations, profitability analysis and internal controls and monitoring procedures.




Rules Governing Credit Exposure Classification and Provisioning 2020G:

The main objectives of these rules are to enable finance companies to

e Evaluate the degree of credit risk associated with exposures;
e Prudently value exposure portfolio;
e Determine and make adequate provisions for expected credit losses following robust governance; and

® Achieve uniformity and consistency in exposure classification and provisioning methodologies.

SAMA Support Program for Private Sector against Covid-19 Financial and Economic Impacts:

As part of its role in activating the available monetary policy tools and enhancing financial stability, including enabling the
financial sector to support the growth of the private sector, and supporting the efforts of the government in combating
the Coronavirus (COVID-19) and mitigating its expected financial and economic impacts on the private sector, especially
on SME sector. SAMA announced the introduction of Private Sector Financing Support Program with a total value of
about SAR 50 billion in March 2020G.

The program aimed at supporting and enabling the private sector to promote economic growth through a package of
measures that include the following:

3.5.21 Supporting SME Finance

The purpose of the program is to mitigate the impacts of precautionary coronavirus measures on the SME sector,
specifically by reducing the burden of cash flow fluctuations, supporting working capital, enabling the sector to grow
during the coming period and contributing to supporting economic growth, and maintaining employment. The program
consists of three basic elements which are the following:

1- Deferred Payments Program: Depositing an amount of SAR 30 billion to enable banks and financing companies
to delay payment of dues from SMEs for a period of six months as of its date. On June 22, 2021G, it was announced
that the program would be extended for an additional three months from the first of July 2021G to end on thirtieth
of September of this year, for the category of micro, small and medium enterprises that are still affected by the
spread of the pandemic and the precautionary measures that resulted. The extension of the time frame of the
program comes in line with the role of the Central Bank to maintain stability in the financial sector, and to enable
financial institutions to support economic growth and employment levels in the private sector. The Central Bank
clarified that during the extension period, micro, small and medium enterprises will be subject to assessments
by the financial institutions to determine whether they are still suffering from the consequences sufficiently that
the extension is secured for them upon

2-  On March 29, 2020G, the company concluded an agreement with the Central Bank regarding this program,
according to which the company obtained facilities estimated at SAR 7.4 million in three installments. The first
on 10/5/2020G amounted to 2.7 million Saudi riyals, the second on 23/12/2020G with an amount of SAR 4.3
million, and the third on 30/12/2020G amounted to SAR 0.4 million.

3- Funding for Lending Program: Providing concessional finance of about SAR 13.2 billion for SMEs by granting
loans from banks and finance companies to the SME sector to support business continuity and sector growth
during the current stage in a way that contributes to supporting economic growth and maintaining employment
levels in these enterprises.

4-  Loan Guarantee Program: Depositing an amount of SAR 6 billion at banks and insurance companies in order to
enable them to relieve SMEs from the finance costs of KAFALA Program for the purpose of minimizing finance
costs for entities eligible to utilize those guarantees during the Fiscal Year 2020G and support finance expansion.

3.5.2.2 Supporting Fees of POS and E-Commerce
This is accomplished via supporting payment fees of all stores and entities in the private sector for a period of 3 months,

with an amount exceeding SAR 800 million. SAMA will pay these fees to payment service providers participating in the
national system.

3.5.2.3 Asregards institutions affected by the precautionary measures implemented in the cities
of Makah and Medina, SAMA is now coordinating with banks and finance companies to
facilitate finance repayments of such institutions.




3.5.24 SAMA has reassured that the banking sector is still registering good performance
indicators, and this will improve its resilience to cope with future challenges and crises.
These indicators are clearly reflected in the continuity of the commercial banks performing
their vital role in the economic development of the Kingdom. SAMA has also reaffirmed
that it will continue its role of maintaining financial stability and raising the efficiency of the
financial sector to support the Kingdom Vision 2030.

3.5.3 Asset Size of NBFIs (Real Estate and Non-Real Estate)

The total assets of NBFIs were worth SAR 58.2 billion as of Q1 2021G and it registered a robust growth of 38.6% compared
to as of Q12020G

Figure 10: Total Asset Size of NBFls (SAR Billion) - (2015G to Q1 2021G)
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Source: 4SiGHT analysis based on data from SAMA monthly bulletin November 2020G

3.5.4 Loans Disbursed by NBFls (Real Estate and Non-Real Estate)

The total loans disbursed by NBFIs totaled SAR 58.9 billion as of Q1 2021G, and it registered a growth of 20.8% with
respect to as of Q1 2020G (SAR 48.9 billion).

Figure 11: Loans Disbursed by NBFIs (SAR Billion) - (2015G to as of Q1 2021G)
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Source: 4SiGHT analysis based on data from SAMA monthly bulletin November 2020G

3.5.5 NPL Ratio of NBFls (Real Estate and Non-Real Estate)

Non-performing loans (NPLs) of real estate and non-real estate NBFls declined for the first time since 2015G, reaching
8.2% in 2020G. The decline was attributed to the write-offs and redemption of NPLs in addition to the increase in total
lending.




Figure 12: NPL Ratio - (2015G to 2019G)
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In 2020G, the wholesale and retail sector represented 41.9% of total NPLs, while MSMEs and corporate non-MSMEs

sectors accounted for 42% and 16.1%, respectively.

In terms of NPLs by business activity, auto loans represented 50.8% of the total NPLs by the end of 2020G, while real
estate-residential and real estate-commercial accounted for 13.8% and 9.4%, respectively. Personal loans accounted for

5.3% while the category “others” accounted for 20.7%.

Figure 13: NPL by Sector - (2020G)

m Individuals
= SMEs

Corporate Non-SMEs

41.9%
16.1%

Source: SAMA Financial Stability Report 2016G to 2021G

Figure 14: NPL by Business Activity - (2020G)
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3.6 Competitive Position of Non-Real Estate Financial Institutions

Table 8: Competitive Position of Prominent NBFls in Personal Finance Segment (As of 31st December

2020G)
Key Performance United
Indicators . . . Company for .
(Million SAR, if Na)g?;Fg‘:“ce Morabaha Marina Maaéim F:r“ance Financial Ser- Em(':‘z:f!‘:“ce
not otherwise pany pany vices (Tas’heel pany
mentioned) Finance)
Consumer
Consumer Finance Consumer C Finance
Finance F.onsumer
SME Fi . inance SME Fi
Type of License Inance MSME Finance . C.onsumer Inance
Credit Card ) MSME Finance Finance Productive
Productive Asset
Lease Finance ' Lease Finance Asset
Lease Finance )
Lease Finance
SME SME SME SME
Type of Customer ) ) ) Retail )
Retail Retail Retail Retail
Auto Auto
Personal Loan Personal Loan Personal Loan
Type of Products Equipment Commercial Commercial Personal Loan Personal Loan
Credit Card Vehicle Vehicle
Equipment Equipment
Number of
Branches ( As of 26 16 4 20 1
Q32019G)
Revenue 416.9 105.6 70.9 130.6 156.6
Net Income After
201.4 341 51.4 20.7 14.4
Zakat & Tax ( )
R A
eturn on AVerage 12 99 1.0% (26.2%) 8.6% 43%

Equity (%)

Source: 4SiGHT analysis based on data from 2020G financial statements of companies

Return on Average Equity for Nayifat Finance Company as of Q3 2020G was at 18.9% which is the highest among its close
competitors as in Table 5.




Table 9:

of 31st December 2020G)

Competitive Position of Prominent NBFls in Auto Finance & Equipment Finance Segment (As

Key Performance
Indicators

(Million SAR, if not oth-

erwise mentioned)

Abdul Latif Jameel
United Finance

Al-Yusr Leasing and
Financing Company

AJIL Financial Servic-
es Company

Saudi ORIX Leas-
ing Company

Type of License

Lease Finance
Consumer Finance

Productive Asset

Lease Finance
Consumer Finance
MSME Finance

Productive Asset

Lease Finance

Productive Asset

Lease Finance

MSME MSME

Type of Customer . . MSME MSME
Retail Retail
Auto Auto Auto
Personal Loan Personal Loan Commercial Vehicle Commercial

Type of Products )
Commercial Vehicle Commercial Vehicle Equipment Vehicle
Equipment Equipment Equipment

Number of Branches (

As of Q3 2019G) 190 19 6 6

Revenue 408.0 197.4 131.2 110.6

Net Income After Zakat 280.2 (76.3) (44.5) 141

& Tax

R A

eturn on Average 8.9% (6.9%) (5.2%) 1.6%

Equity (%)

Source: 4SiGHT analysis based on data from 2020G financial statements of companies

3.6.1 Non-Real Estate NBFls - Asset Size Analysis

The asset size analysis of 10 prominent non-real estate NBFls reveal that Abdul Latif Jameel, and Al Jabr registered a strong
decline in growth in its assets by around 13.9% and 18.7%, respectively, taken as of 31st December 2020G, compared to
2019G. Nayifat registered a slight decline in its assets by 6%.

Emkan Finance and Tas’heel Finance, are new entrants in the non-real estate NBFI sector, which started their operations
in 2019G and registered substantial increase in assets during 2020G. The principal activity of these companies is
consumer financing. Yanal (Orix Leasing), Tasheel, Morabaha Marina and Qura Finance also witnessed strong growth of
23.7%, 341.9%, 26% and 155.3% respectively.

Morabaha Marina, Quara, Emkan and Tas’heel Finance are the major competitors of Nayifat in the consumer/personal
financing segment.




Figure 15: Non-Real Estate NBFIs Asset Size - SAR Million (2019G and as of Q3 2020G)
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Source: 4SiGHT analysis based on data from 2019G annual reports and Q3'2020G financial statements of companies

3.6.2 Non-Real Estate NBFIs - Revenue Analysis

Most of NBFIs registered a decline in their revenues during 2020G with respect to 2019G.Abdul Latif Jameel registered a
strong decline in its revenue by around 38.4% in 2020G with respect to 2019G.

Nayifat and Quara witnessed a growth of 6.3% and 35.6% respectively as taken for the year 2020G as compared to
2019G. However, it's worth noting that Nayifat’s revenue of SAR417 million was the highest among the Non-Real Estate
NBFI's. Emkan Finance and Tas’heel Finance, being new entrants, recorded revenue of SAR156 million and 130.6 million
respectively, during 2020G.

Figure 16: Non-Real Estate NBFls Revenue - SAR Million (as taken for the year 2019G and 2020G
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Source: 4SiGHT analysis based on data from Q3’2019G and Q3'2020G financial statements of companies
3.6.3 Non-Real Estate NBFls - Net Income Analysis
Most of the NBFls registered a decline in their net income during the year 2020G as compared to 2019G.

Abdul Latif Jameel, Al Yusr, AJIL, Tayseer Arabian and Quara registered net losses while Nayifat registered a slight decline
by 7.9% for the year 2020G over 2019G.

Al-jabr, Yanal and Morabaha Marina were the only 3 companies which registered a growth in their net income for the year
2020G. Emkan finance having started operations in 2019G recorded a net income of SAR 14.4 million during 2020G.




Figure 17: Non-Real Estate NBFIs Net Income After Zakat & Tax - SAR Million (2019G and 2020G)

405
280
r==an"
I 29 201 |
| I
| 34 34
30 29 24 23 22 14 21
| I o 14 7 5
il sl = [ | N — —
| - _—
23 19
L= = d 44 51
. -76
Abdul Latif Morabaha Tayseer
Jameel Nayifat Al-Jabr Marina AJIL Arabian Emkan Al Yusr Yanal Maalem Tas’heel
m  NetIncome as of 2019 ®  NetIncome as of 2020

Source: 4SiGHT analysis based on data from Q3'2019G and Q3’2020G financial statements of companies

3.6.4 Key Competitor's Profile: (4SiGHT analysis based on available data from
annual reports and financial statements of the competitors)
3.6.41 Nayifat Finance Company:

Nayifat Finance Company (NFC) was originally registered as a limited liability company in 2002G and then converted to
a closed joint stock company. It is headquartered in Riyadh and operates through its 27 branches across Saudi Arabia.

Business Activities: The Company is authorized to provide lease finance, consumer finance, small and medium enterprise
finance, and credit card finance in the Kingdom as per the SAMA license renewed in 2018G. The Company has also
obtained license to introduce FinTech products in the Kingdom.

Financial Performance: The revenues of NFC stood at SAR 416.9 million as of 2020G. It was at SAR 392.3 million in 2019G,
where it increased significantly by 20.6% compared to 2018G. The increase in revenue was mostly due to increase in
income from Islamic financing (Tawarrug Consumer Islamic Financing), which is the prominent segment of Nayifat.

Table 10: Details on Loans by Segments:

Loans by Segments* (SAR million) 2015G 2016G 2017G 2018G 2019G 2020G
Consumer/Personal Loans 1,704.5 1,607.2 1,574.8 1,503.6 1,730.8 1,445.7
Credit Cards - - - - - 8.9
SME Loans 24.3 1.3 1.8 - 26.7 100.5
Total 1,728.8 1,618.5 1,576.6 1,503.6 1,757.5 1,555.1

*Loans by segments indicates principal outstanding amount (gross receivable less unearned finance income)

Table 11:  Details on Loans by Products:

Loans by Products** 2015G 2016G 2017G 2018G 2019G 2020G
Tawarruq 1,717.9 1,615.4 1,575.8 1,503.5 1,757.5 1,546.2
ljarah 10.0 21 0.5 0.1
Murabaha 0.9 1.0 0.3 - 0.03 0.03
Credit Cards - - - - - 8.9
Total 1,728.8 1,618.5 1,576.6 1,503.6 1,757.5 1,555.1

**| oans by products indicates principal outstanding amount (gross receivable less unearned finance income)




3.6.41.1 Market Share of Nayifat Finance Company in Consumer/Personal Finance Segment
Figure 18: Nayifat’s Market Share ( Q12021G)

The total outstanding loans by non-real estate NBFls in the
personal finance segment as of Q12021G stood at SAR 8,734
million (Gross loans less unearned finance income).

Nayifat, with total credit of SAR 1,598.8 million held a market

share of 18.1%.
= Nayifat Others, which included majorly Morabaha Marina, Tas’heel
= Others Finance, Emkan Finance, Quara etc. collectively contributed

the rest 81.9% of the personal finance market as of Q1 2021G.

The percentage of consumer loans from the financing
portfolio of Nayifat reached 6.92% as of Q1 2021G. For more
details about the financing portfolio, please refer to Section
Personal Finance - SAR 8,734 Billion 6-6-2 “Statement of Financial Position” and Table (77):
Islamic financing receivables by sector.

Strategy: Nayifat is diversifying its portfolio of offerings and expanding its reach across Saudi Arabia. The company
launched credit cards in 2020G and as of March 2021G, was the only NBFI with a VISA credit card offering. Nayifat has
also obtained a SAMA license for FinTech products; in the aim to attract local businesses that are looking to leverage
existing and/or new technology in an innovative way (For more about the FinTech market in the Kingdom, please review
section 3.7.7 “FinTech Market in Saudi Arabia”), through which the Central Bank aims to attract local companies looking to
take advantage of current technology and/or new technology in ways Innovative (for more details, please see subsection
4.5.5 “FinTech Lending” of this prospectus). The company is also in the process of expanding its MSME business through
regional branches in Saudi Arabia.

Shareholders: FALCOM Holding Company is the major shareholder in Nayifat Finance Company (For more details, please
referto Table 2: “Substantial Shareholders and Their Ownership Percentages in the Company Pre-Offering and Post- the
Offering”).

3.6.4.2 Morabaha Marina Financing Company:

Morabaha Marina Financing Company is a Saudi joint stock company which was registered in 2012G. It is headquartered
in Riyadh and it operates through its 16 branches (including head office) across Saudi Arabia.

Business Activities: The company engages in leasing and providing financing facilities to small and medium enterprises
and consumers. In addition, the Company finances productive assets and offers consumer finance in accordance with
approval from SAMA in September 2014G.

Financial Performance: The company’s revenue stood at SAR 105.6 million as in 2020G registering a decline of 2.5%
compared to 2019G (SAR 108.3 million).

Table 12: Details on Revenue by Products:

Revenue (SAR Million) 2018G 2019G 2020G
Tawarruq 83.9 104.0 103.8
ljara 2.8 2.6 1.6
Murabaha 6.5 17 0.3
Total 93.2 108.3 105.6

3.6.4.3 Quara Financing Company:

Quara Financing Company is a Saudi closed joint stock company which was registered in February 2009G. It is
headquartered in Riyadh and it operates through its 4 branches (including head office) across Saudi Arabia.

Business Activities: The company is authorized to provide lease finance, consumer finance and small and medium
enterprise finance in accordance with the approval from SAMA which was obtained in May 2016G.

Financial Performance: The company’s revenue stood at SAR 70.9 million as of 2020G which represents a growth of
35.6% with respect to 2019G (SAR 52.3 million).




Table 13: Details on Murabaha Receivable:

Murabaha receivable, Net (SAR Million) 2018G 2019G 2020G
Murabaha receivable 335.8 412.0 1,092.2
Less: Unearned revenue (63.6) (64.9) (160.3)
Less: Modification loss on restructuring of financings - - (30.0)
Murabaha receivable, net 272.2 3471 901.9

Shareholders: Aman Company for Trade, Thuraya Investment Company and Mayasem Investment Company are the 3
shareholders in the company each holding a share of 33.33%.

3.6.4.4 United Company for Financial Services (Tas’heel Finance):

United Company for Financial Services is a Saudi closed joint stock company which was registered in January 2019G. It is
headquartered in Al Khobar and it operates through its 20 branches (including head office) across Saudi Arabia.

Business Activities: The principal activity of the company is consumer financing in accordance with approval from SAMA
on May 1, 2019G.

Financial Performance: The company’s revenues stood at SAR 130.6 million as of 2020G, which represents a substantial
growth from SAR 15.6 million as of 2019G.

Table 14: Details on net Investment in Islamic Financing Contracts:

Investment in Islamic financing contracts, NetFinancing Contracts, net

(SAR Million) 20196 20206
Tawaruq contracts receivables, net 108.7 451.2
Murabaha contracts receivables, net 35.2 252.0
Total 143.9 703.2

Shareholders: United Electronics Company, the parent company of United Company for Financial Services holds 100%
ownership in the company.

3.6.4.5 Emkan Finance Company:

Emkan Finance Company is a Saudi one person closed joint stock company established in January 2019G. It is
headquartered in Riyadh and it a new entrant in the non-real estate NBFI| sector in Saudi Arabia.

Business Activities: The company offers consumer financing, financing productive assets, auto leasing, and MSME
financing in accordance with approval from SAMA in April 2020G.

Financial Performance: The total assets of the company stood at SAR 3,264.8 million as at 31st December 2020G. The
company earned net income of SAR14.4 during the year 2020G.

Table 15: Details on Murabaha Financing Receivables:

Murabaha financing receivables (SAR Million) 2020G
Gross receivables, net 4,440.7
Less unearned finance income (1,242.5)
Less Impairment Losses (55.7)
Total 3,142.5

Shareholders: Emkan finance is a subsidiary of Al Rajhi Banking and Investment Corporation.




3.6.4.6 Abdul Latif Jameel United Finance:

Abdul Latif Jameel United Finance (ALJUF) was registered in December 2010G and is headquartered in Jeddah. The
company operates through 190 branches (including head office) across Saudi Arabia as of December 2019G. It was
licensed by SAMA in December 2014G to undertake activities of finance leasing, financing of productive assets and
consumer financing in the Kingdom of Saudi Arabia after changing its legal status from limited liability to a Saudi closed
joint stock company in October 2014G.

Business Activities: The company offers lease financing in the automotive, personal finance, commercial vehicle, and
equipment sectors, with a special focus on car leasing for Toyota and Lexus.

Financial Performance: The revenues of the company stood at SAR 320.2 million as of Q3 2020G. The company’s
revenues stood at SAR 662.5 million during 2019G experiencing a decline of 15.2% compared to 2018G (SAR 781.1 million).
The decline in revenue was mostly due to decrease in income from (i) installment sales by 27.7% and (ii) purchase and
agency agreements by 23% in 2019G compared to 2018G. Income from finance leases, however, registered an increase of
9.7% from SAR 164.9 million in 2018 to SAR 181.0 million during 2019G.

Financial Performance: The company’s revenue stood at SAR 408 million in 2020G, and it declined by 38.4% with respect
to 2019G (SAR 662.5 million).

Accordingly, Net Income for the year 2020G of SAR280.2 million was 30.8% lower than 2019G.

Table 16: Details on Revenue by Segments:

Revenue (SAR Million) 2018G 2019G 2020G
Income from instalment sales 295.9 214.0 73.7
Income from finance leases 165.0 181.0 121.8
Contract fee income 31.6 27.2 181
Income from purchase and agency agreements 277.2 213.4 147.4
Others 1.3 26.9 47.0
Total 7811 662.5 408.0

Shareholders: Abdul Latif Jameel United Finance is a subsidiary of Al Mumaizah United Commerce Company Limited.
Other shareholders include Altawfiq United Company, Taif First United Company Limited, Bader First United Company
Limited, and Najid Al Raeda United Company Limited.

3.6.4.7 AlYusr Leasing and Financing Company:

Al Yusr Leasing and Financing Company is a subsidiary of Abdullatif Alissa Group Holding Company. It is headquartered in
Riyadh and operates through 26 branches (including head office) across Saudi Arabia as of December 2019G.

It was registered as a closed joint stock company in December 2003G and received its finance lease license in February
2014G.

Business Activities: The main activities of the Company are to engage in Islamic finance lease, financing of small and
medium-sized enterprises, financing of productive assets, and consumer finance.

The company primarily caters to the retail segment, which accounts for about 70% of its credit disbursement, while
MSMEs account for the remaining 30%.

Financial Performance: In 2020G, Al Yusr’s total revenue stood at SAR 197.4 million having declined by 43% compared to
2019G. The decline in revenue was mostly due to a significant decrease in income from ljarah, murabaha and securitized
receivables while income from tawarruq increased during the same period.




Revenue (SAR Million) 2018G 2019G 2020G

Income from Murabaha 118.9 170.3 58.4
Income from ljarah 205.6 829 61.6
Income from Tawarruq 0.2 211 40.4
Net income from securitized receivables 26.9 72.0 371

Total 351.6 346.3 197.4

Shareholders: Abdullatif Alissa Group Holding Company holds 99.8% of the company’s shares, with the remaining 0.2%
held by Gulf Development.

3.6.4.8 AJIL Financial Services Company:

AJIL Financial Services Company (AJIL) was registered in Saudi Arabia in November 1997G. It is headquartered in Jeddah
and has 6 branches (including head office) across the Kingdom. The company changed its legal status from a limited
liability company to a closed joint-stock company in June 2008G. It received its license to conduct lease financing in the
Kingdom from SAMA in May 2014G.

Business Activities: The company provides financial leasing transactions, finances productive assets to small and medium
enterprises, and buys, sells, leases, and rents commercial real estate, lands, and buildings of all kinds, transferring them
and disposing of them for the purposes of finance leasing.

Financial Performance: The total revenues of AJIL in 2020G stood at SAR 131.1 million which represents a decline of 15.9%
compared to 2019G. The decline in revenue was mostly due to a decrease in earned lease income by 22.0% from SAR 129.1
million in 2019G to SAR 100.2 million in 2020G, however, income from Murabaha financing registered an increase worth
SAR 5.9 million in 2020G compared to 2019G.

Table 17:  Details on revenue by segments:

Revenue (SAR Million) 2018G 2019G 2020G
Income from Finance Lease 159.3 129.1 100.2
Income from Murabaha 13.0 4.7 3.0
Other Income 8.3 22.0 279
Total 180.6 155.8 1311

Shareholders: Riyad Bank, Zahid Group Holding Company Limited, MC Netherlands Leasing and Finance B.V., Mitsubishi
UFJ Lease & Finance Co. Ltd., Al-Yemni Motors Company Limited, Al-Wasilah Rent A Car Company Limited and Khaled
Ahmed Al-Juffali Company are the stakeholders of AJIL Financial Services Company.

3.6.4.9 Yanal Finance Company ( formerly Saudi ORIX Leasing Company):

Yanal Finance Company was incorporated in January 2001G as a closed joint-stock company, where it is the first finance
lease company to get a license from SAMA (in February 2014G). It is headquartered in Riyadh and has five branches,
located in Dammam, Jubail, Jeddah, Makkah, and Khamis Mushait.

Business Activities: The company provides lease financing for movable and immovable assets and Murabaha financing
to all economic sectors in Saudi Arabia.

Financial Performance: In 2020G, Yanal Finance reported a revenue at SAR 110.6 million which was 2.2% higher than the
revenue of SAR 108.1 million in 2019G. The higher revenue was mostly due to an increase in income from Murabaha and
other income while the income from finance lease remained lower in 2020G compared to 2019G.Details on revenue by
products:




Revenue (SAR Million) 2018G 2019G 2020G

Income from Finance Lease 104.8 92.5 86.0
Income from Murabaha 0.2 9.9 15.4
Other Income 6.3 5.7 9.3

Total 1.3 108.1 110.6

Shareholders: The Saudi Investment Bank (SAIB), Trade Development and Investment Group Limited (TDIG), ORIX
Corporation - Japan, and ORIX Leasing Pakistan Limited are the major shareholders of SOLC.

3.7 Demand Analysis of Financing Products

3.71  Consumer and Credit Card Loans by Commercial Banks
Figure 19: Consumer Financing by Commercial Banks - (As taken for Q1’2021G)
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The consumer finance market in Saudi Arabia includes loans and credit provided by banks and non-real estate NBFls
to consumers. Consumers utilize these products in order to fulfill their personal needs such as buying a house or a car,
house renovation, education, healthcare, tourism and travel, and purchase of furniture and durable goods. Consumer and
credit card loans extended by banks were worth SAR 397.3 billion as of Q1 2021G.

Consumer loans (excluding credit cards) by banks were worth SAR 379.5 billion which was equivalent to 20.2% of the total
loans disbursed by banks as of Q1 2021G. Consumer loans have consistently increased in Saudi Arabia, driven majorly by
growing population.

Consumer loans (excluding credit cards) extended by banks registered a CAGR of 3.5% between 2016G and 2020G.
Consumer loans grew by 11.6% as of Q1 2021G compared to as of Q1 2020G (SAR 355.9 billion) while the growth in 2020G
(SAR 383 billion) compared to 2019G (SAR 352 billion) was 8.8%.

Credit card loans extended by banks increased by 12.5% to SAR 17.8 billion as of Q1 2021G Credit card loans accounted for
4.5% of the total consumer lending by banks as of Q1 2021G.

Credit card loans extended by banks registered a CAGR of 13.8% between 2016G and 2020G. It registered a drop of 3.6 %
in 2020G9(1SAR8.4 billion) compared to 2019G (SAR 19.1 billion).




3.72 MSME (Micro, Small and Medium Enterprises) Loans by Commercial Banks
The total loans disbursed by Banks to MSMEs as taken for Q1'2021G was worth SAR 175.5 billion and it witnessed a strong
growth of 40.2% with respect to the Q1'2020G (SAR 125.2 billion). Small and Medium enterprises accounted for the major
share of more than 95% of the total loans in both 2020G and as taken for Q1'2021G. It should be noted that MSME loans
by banks accounted for 5.7% and 8.0% of the total credit extended by banks in 2019G and 2020G respectively, however, it
slightly decreased to 7.9% as taken for Q1'2021G.

Figure 20: MSME Loans by Commercial Banks - (As take for Q1'2021G)

4.8%

B Micro Enterprises
® Small Enterprises

m Medium Enterprises

MSME Loans - SAR 175.5 Billion

Source: 4SiGHT analysis based on data from SAMA monthly bulletin May 2021G

The growth in MSME loans is majorly driven by the Kafalah program, which aims to provide financing to MSMEs in
partnership with the Saudi Industrial Development Fund.

Through this program, Saudi banks are encouraged to finance eligible MSMEs:

e amaximum of SAR 2.5 million for micro and small enterprises
e amaximum of SAR 8 million in case the micro and small enterprises have multiple activities and

¢ amaximum of SAR 15 million for medium enterprises

The above-mentioned limits depend on the guarantee amount, which should not exceed 90% of the total finance amount
granted to the MSMEs by the bank.

3.7.3 Loans by Real Estate and Non-Real Estate NBFls

Loans to retail/individuals represented 74.7%, followed by MSMEs at 22%, while corporate non-SMEs stood at only 3.3%
of the total loans portfolio of the real estate and non-real estate NBFIs as taken at 31st December 2020G.Analysis of loans
by segments shows that residential real estate finance accounting for 37.2%, compared with 34.3% in 2019G, represented
the largest share of the total loans portfolio by real estate and non-real estate NBFIs followed by auto finance which
accounted for 31.9%, down from 42.2% in 2019G. Commercial real estate finance accounted for 7.2% while credit card
finance accounted for 1%. Auto finance, personal finance and credit card finance are entirely offered by non-real estate
NBFls.




Figure 21: Loans by Borrower Type - (As taken at 31st December 2020G)
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Figure 22: Loans by Segments - (As taken at 31st December 2020G)
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3.74 Personal Loans by Non-Real Estate NBFls - Forecast: 2020G to 2024G

The personal/consumer loans extended by non-real estate NBFIs was SAR 8,734 million as of Q1 2021G. personal finance
registered a growth of 222.4% compared to as of Q1 2020G (SAR 2,709 million).

It is estimated that consumer loans extended by non-real estate NBFIs will grow at a CAGR of 20.6% from SAR 6,203
million in 2020G to SAR 13,139 million in 2024G. The ratio of consumer loans by non-real estate NBFIs to nominal GDP in
2020G was estimated to be 0.24% and it is expected to grow to reach 0.39% in 2024G.

The market will be majorly driven by the growing Saudi population and expansion of personal needs of consumers. The
entry of new players such as Emkan Finance (Al Rajhi subsidiary) and Tas’heel Finance in the consumer financing segment
is expected to pose competition to the existing players.




Figure 23: Personal/Consumer Loans by NBFIs - SAR Million (Forecast: 2020G to 2024G)
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Source: 4SiGHT analysis based on data from SAMA monthly bulletin May 2021G

3.75 MSME Loans by Non-Real Estate NBFIs

Figure 24: MSME Loans by Non-Real Estate NBFIs - (As taken for the quarter ended 31st March 2021G)
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The loans to MSMEs extended by non-real estate NBFIs was estimated to be SAR 12,966 million as taken for the quarter

ended March 31 2021G registering a growth of 34% with respect to the quarter ended 31st March 2020G (SAR 9,676
million).

The loans extended to small and medium enterprises collectively accounted for SAR 10,177 million equivalent to almost
79% of the total loans while the loans extended to micro enterprises accounted for SAR 2,790 million equivalent to the
rest 21% for the quarter ended 31st March 2021G.

The loans to micro enterprises registered a sharp increase of 60.3% from SAR 1,741 million in Q1 2020G to SAR 2,790
million in Q1 2021G. The loans to MSMEs are mostly provided by non-real estate NBFls




3.76 MSME Loans by Non-Real Estate NBFIs - Forecast: 2020G to 2024G

It is estimated that the MSME loans extended by NBFIs will grow at a CAGR of 14.2% from SAR 11,887 million in 2020G to
SAR 20,209 million in 2024G. The MSME loans by non-real estate NBFls contributed 0.45% of nominal GDP in 2020G and
it is estimated to contribute 0.6% in 2024G. As per vision 2030 initiative, the Saudi government recommends financial
institutions to allocate roughly 20% of their overall funding to SMEs by 2030G which is expected to drive the SME
financing by NBFIs during the forecast period.

Figure 25: MSME Loans by NBFIs - SAR Million (Forecast: 2021G to 2024G)
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3.77 FinTech Market in Saudi Arabia

As per the “FinTech Saudi Annual Report” published in 2020G, the FinTech industry in the Kingdom is growing at a rapid
rate. Between 2017G and 2019G, the value of FinTech transactions increased at a rate of over 18% yearly, reaching over
SAR 75 billion in 2019G.

Payments account for two-third of the market and almost 98% of the userbase. It is followed by personal finance which
comprise over 30% of the FinTech transaction values.

The number of payments made through SADAD has increased at a CAGR of 11% between 2016G and 2019G to reach 270
million transactions in 2019G. The value of these transactions has grown at a CAGR of 24% in the corresponding period
to reach SAR 445 billion.

The FinTech market in Saudi Arabia is expected to reach a total transaction values of over SAR 123 billion by 2023G.
Payments are likely to continue to lead the market share followed by personal finance.

3.7.8 Active FinTechs by Industry Vertical

Saudi Arabia counts 60 local and international FinTech startups that are active in a variety of industry verticals; such as,
payments and currency exchange, lending and finance, personal finance, insurance, and more.

Payments and Currency Exchange is the most common industry vertical among Saudi FinTech startups, followed by
Lending and Finance and Business Tools.




Table 18: List of Saudi FinTechs permitted by SAMA to operate in the Kingdom

List of Saudi FinTechs permitted by SAMA to operate in the Kingdom

Financial Information Aggregation:

Digital Payments:

Rasanah Technologies LLC

Debt - CrowdFunding Platform:

Nayifat Finance Company
Maalem Financing Company
Lendo: Digital Lending for Information Technology
Ragamyah Platform
Forus
Platform Company Ltd Tameed Financing
Manafa capital
Funding Souq Company

Sahlah Company For Electronic Marketing

SURE
Foodics
Skyband
Saudi Fintech Company (Alinma Pay)
Digital Cash International Company
AZM Fintech CO

Inclusive Financial Solutions Co.

Digital Savings Association:

Money Loop
Noon Hakbah Co for Information Technology
Savings Circles company for Information Technology

Business research storming company

Consumable Micro-lending:

Buy Now - Pay Later

Sulfah

Zain Payments (Limited)

Source: SAMA

3.7.9 Opportunities for Saudi FinTechs

Tabby

Tamara

The Saudi FinTech sector is being boosted in a variety of ways, including by some of the Vision 2030 initiatives, online
payments, and e-commerce adoption. The following explains the opportunities for the FinTech sector in Saudi Arabia.

e SaudiArabia aims to reach 70% in e-payments by 2030G as set in Vision 2030.

e SaudiArabia’s e-commerce market size is estimated at SAR 28.8 billion, which provides ample opportunities in

digital payments, MSME finance, and business tools.

e Saudi Arabia’s remittance market size is estimated to be SAR 30 billion, which makes the Kingdom the second

largest remittance market worldwide.

e STC Bank and the Saudi Digital Bank have recently obtained a license to conduct activities as digital banks in

the Kingdom of Saudi Arabia.




3.8 Key Market Dynamics and Trends

3.81 Key Growth Drivers of Consumer Financing

3.8.1.1 Positive Demographic Trends:

Saudi Arabia is a relatively young country with approximately 75% of Saudi population falling below the age of 40 years as
of 2019G.

It is expected that, with consistent growth in the population, there would be a rising financial need for education,
healthcare, and housing which in turn will drive the consumer finance market in the Kingdom.

3.8.1.2 Increasing Consumer Financing Needs:

Consumer finance is used to fulfill a variety of needs that range from acquiring consumer goods such as furniture, home
appliances, technologically advanced and luxurious electronic products to discretionary spending such as leisure and travel.

Personal financing will continue to expand in Saudi Arabia with increasing personal financing needs of the consumers.

3.81.3 Social Changes:

The total number of Saudis was estimated to be around 21.3 million in 2019G, of which the Saudi female population was
estimated to be 49.1%.

Working women population in KSA has been on an increasing trend. Additionally, the government of Saudi Arabia has
allowed women to obtain licenses to drive in the Kingdom. These reforms are expected to further fuel the demand for
consumer financing.

3.8.2 Government and Private Sector Initiatives to boost MSME Financing in the
Kingdom

Kafalah Program: The Kafalah Program aims to provide access to financing in partnership with the Saudi Industrial
Development Fund.

Through this program, Saudi banks are encouraged to finance eligible MSMEs:

e a maximum of SAR 2.5 million for micro and small enterprises
e amaximum of SAR 8 million in case the micro and small enterprises have multiple activities and

® amaximum of SAR 15 million for medium enterprises

The above-mentioned limits depend on the guarantee amount, which should not exceed 90% of the total finance amount
granted to the MSMEs by the bank.

Ministry of Municipal, Housing and Rural Affairs Initiative: SAMA, in co-ordination with Ministry of Municipal, Housing
and Rural Affairs and Ministry of Finance, has developed a subsidized mortgage product to provide financial assistance
to first-time home buyers in Saudi Arabia. Under the product, a borrower will be responsible for a down payment of 10% of
the property’s value. This initiative would boost the real estate financing market in Saudi Arabia.

3.8.3 Key Growth Drivers of MSME Financing
3.8.31 Establishment of Industrial Clusters:

The government has established special clusters focused on industries such as Mineral and Metal Processing, Plastics
and Packaging, Pharmaceutical & Biotech, and Automotive. MSMEs will play a major role in the development of these
sectors, thereby requiring adequate financing.

3.8.3.2 Privatization:

The government is promoting public private partnership (PPP) model by providing incentive packages to the private
sector. There is also a preference for SMEs local content while competing in the government biddings such as Education,
Healthcare, Transport and Housing sector. Vision 2030 privatization initiatives will allow a greater contribution of SMEs
in providing products and services for sectors that were historically managed by government. This will lead to increase in
demand of finance for SMEs seeking competition in public procurement.




3.8.3.3 Influx of international visitors:

KSA witnesses a large influx of foreign nationals visiting the country for varied reasons such as religious tourism and
business. The government plans to increase the contribution of the tourism sector to GDP from around 3% in 2020G to
more than 10% by 2030G.

3.8.3.4 Growth of non-oil sectors:

The Saudi government is actively encouraging growth of the non-oil sector. Such as communications, retail, and
construction. As the government lays more emphasis on infrastructure spending and supporting the development of
a manufacturing hub in the Kingdom, manufacturing sector stands to benefit significantly in the next few years. This
is expected to provide a boost to small-scale manufacturing units and MSMEs, and hence, resulting in higher need for
financing.

3.8.3.5 Underpenetrated Market:

MSMEs located in rural areas or small towns do not have a strong banking presence and hence are financially underserved.
Thus, government support to the MSMESs through a structured system would assist the growth of MSME financing in the
Kingdom.

3.8.4 MSME Financing: Challenges and Risks for Financial Institutions

3.8.41 Lack of consistency and transparency in ownership structure and operations:

Most MSMEs in the Kingdom operate as informal organizations, with the onus of management and operation on the
proprietor. These enterprises rarely maintain records of transactions and business plans that can be presented to banks
and financial institutions while seeking loans.

Consequently, these MSMEs pose a major challenge and risk for financial institutions to offer financing.

3.8.4.2 High default risk of MSMEs:

During economic downturns, the probability of bankruptcy is much higher for MSMEs than for large firms because
MSMEs have fewer resources to fall back on. The greater probability of defaults by MSMEs, is also a key factor for banks’
reluctance towards financing MSMEs, however, the government through Monshaat and Kafalah program, with guarantee
of loans is aiming to reduce the risk of default by MSMEs, in addition to the COVID relief program initiative by SAMA.

3.8.5 Key Growth Drivers of Credit Card Financing

3.8.51 Expanding E-commerce platforms in the Kingdom:

The number of E-commerce platforms, and consequently revenues, are estimated to expand in the coming years. Hence,
a surge in E-commerce platforms and revenues are expected to drive the credit card financing market in the Kingdom.

3.8.5.2 Increase in the usage of electronic payment methods:

Saudi government has undertaken several initiatives to boost electronic payments in the Kingdom. These include
introduction of modified Saudi Payment Network (SPAN) which links all ATMs and POS terminals, resulting in increased
usage of debit and credit cards. Increased adoption of electronic payments coupled with higher ecommerce sales, is
estimated to help the credit card financing market to grow. SAMA has also recently launched the instant payment system
SARIE. The service through SARIE system allows a customer to transfer funds in Saudi Riyals between accounts opened
in local banks in a secure environment. This system will enable banks and FinTech companies to develop innovative
financial services that align with the requirements of the digital economy goal adopted by the Kingdom as part of its
nationwide digital transformation strategy.

3.8.5.3 Credit cards is the favourable option on online selling platforms in the Kingdom:

Consumers prefer credit cards while purchasing via online selling platforms in the Kingdom; however, the use of credit
cards remains low in the Kingdom for religious reasons, as Islam forbids the receipt or payment of interest against
borrowings. To combat this and infuse credit card penetration in the Kingdom, banks have started to offer a wider range
of Shariah-compliant credit cards. This is expected to increase credit card financing in the Kingdom.




4- Company Description

4. Company Overview

Nayifat Finance Company is a Saudi closed joint stock company pursuant to the Ministry of Commerce Resolution
number (361/Q) dated 29/11/1430H (corresponding to 17/11/2009G) and Resolution number 188/Q dated 09/06/1431H
(corresponding to 23/05/2010G) and registered in the city of Riyadh under Commercial Registration number 1010176451
dated 21/02/1423H (correspondingto 04/05/2002G). The commercial registration expires on 20/02/1447H (corresponding
to 15/08/2025G) and its registered address is: Al Worood District, Al Olaya Main Street, FALCOM Financial Services
Building, P.O. Box: 27389, Riyadh, 11417, Kingdom of Saudi Arabia. The current share capital of the Company is one billion
Saudi Arabian Riyals (SAR 1,000,000,000) divided into one hundred million (100,000,000) ordinary shares with a fully paid
nominal value of ten Saudi Riyals (SAR 10) per share.

The Company was originally incorporated as a limited liability company to be owned by: Abdulaziz Saud Omar Al Blehed,
Saud Huwaimel Farraj Al Dosari, Abdulaziz Turki Abdullah Al Otaishan, Hamad Mohammed Abdullah Bin Suaidan and
Fahad Abdulaziz Fahad Al Saeed under the name “Nayifat Instalments Company” with the Commercial Registration No.
1010176451 issued on 21/02/1423H (corresponding to 04/05/2002G) in the city of Riyadh, with the share capital of ten
million Saudi Riyals (SAR 10,000,000) divided into one hundred thousand shares (100,000) with the value of one hundred
Saudi Riyals (SAR 100) per share. The Company has been provided with a Membership Certificate with the number
121759 issued by the Riyadh Chamber of Commerce that is valid from 21/02/1423H (corresponding to 04/05/2002G) until
20/02/1447H (corresponding to 14/08/2025G). The Company is licensed by SAMA and is authorized to perform consumer
financing, SME financing, credit card financing, lease financing and FinTech lending activities which currently consist of
peer-to-peer lending. The Company obtained a non-objection letter from SAMA to test the debt crowdfunding platform
under the regulatory sandbox environment, which expires within three months from 22/07/2021G, and the Company is
currently in the process of obtaining a permanent license to conduct this type of business.

As at the date of this Prospectus, FALCOM Holding Company holds the majority stake of (73.855%) of the Company’s
issued shares. Accordingly, the Company is a subsidiary of FALCOM Holding Company. However, as the Company is
a SAMA-regulated joint-stock company, it operates in full autonomy at the direction of its Board of Directors which
includes three independent members, and its senior management in relation to its day-to-day operations. In addition,
the Company has put in place a comprehensive body of internal governance rules and policies that meet the industry’s
highest standards and best practices.

As at the date of this Prospectus, the Company has obtained all SAMA licenses required for rendering its services
pursuant to the Finance Companies Control Law. In addition, since the Company obtained the “Regulatory Sandbox”
non-objection letter from SAMA, the Company may also exercise FinTech lending activities. The Company is keen to
provide financing solutions to individuals for the financing of their personal needs and to institutions for needs of their
businesses, all in a manner that is compliant with the principles of Shariah. Such financing solution are offered in the form
of Shariah-compliant financial products, consisting of futures, Murabaha and ljara.

The Company has a widespread geographical presence in Saudi Arabia through its 26 branches (including its head office
in Riyadh) that are located across 13 different regions of Saudi Arabia. As at the date of this Prospectus, the Company has
no operations or activities outside of the Kingdom.

Other than as discussed under Section 4.6 “COVID-19 Update”, the Board of Directors of the Company confirms that it
has no intention to make any fundamental changes to the nature of the Company’s business and that in the last twelve
months, there has been no interruption in the Company’s operations that would affect or would have a significant impact
on the financial situation. The Company’s Directors also confirm that the Company has no material assets outside Saudi
Arabia as at the date of this Prospectus.

As at 31 December 2020G, the Company had 393 full-time employees, and as at 31 March 2021G, the Company had 389
full-time employees, all located within Saudi Arabia. (For more information, see Section 4.9 “Employees”).

As at 31 March 2021G, the Company’s total assets amounted to SAR1,835,653,209 the total shareholders’ equity amounted
to SAR 1,177,299,311 (consisting of a share capital of one billion Saudi Riyals (SAR 1,000,000,000), a statutory reserve of
sixty million two hundred ninety thousand one hundred ninety three Saudi Riyals (SAR 60,290,193) and retained earnings
of one hundred and seventeen million and nine thousand one hundred and eighteen Saudi Riyals (SAR 117,009,118).




As at 31 December 2020G, the Company’s total assets amounted to (SAR 1,869,401,000) the total shareholders’
equity amounted to (SAR 1,119,375,000) (consisting of a share capital of (SAR 1,000,000,000), a statutory reserve of
(SAR 60,290,000) and retained earnings of (SAR 59,085,000). As at 31 December 2019G, the Company’s total assets
amounted to (SAR 1,988,770,000) the total shareholders’ equity amounted to (SAR 1,016,417,000) (share capital of (SAR
1,000,000,000), statutory reserve of (SAR 40,143,000) retained earnings of (SAR 41,426,000) with treasury shares of (SAR
65,152,000).

For the period ending on 31 March 2021G and for the years ended 31 December 2020G, 31 December 2019G, and 31
December 2018G, the Company had total operating income of SAR (99,384,000), (SAR 416,909,000), (SAR 392,302,000)
and SAR (325,389,000), respectively. For the same periods, the Company generated net income of (SAR 57,924,000),
(SAR 201,465,000), (SAR 218,821,000) and (SAR 176,561,000) respectively.

4.2 Vision and Mission

421 Vision

The Company'’s vision is to be a pioneer in the Saudi financing sector, by offering high quality globally-ranked financial
solutions that comply with the principles of Shariah, and to become the preferred choice for consumer finance, credit
card financing, and FinTech lending.

42.2 Mission

The Company seeks consistent growth through the geographical expansion of its network of services and through
the creation of innovative Shariah compliant financing solutions which cater to ever-changing customer needs and
expectations.

4.3 Strategy

The Company’s strategic objective is to become the leading company in the provision of innovative Shariah-compliant
financing products and services in a manner that adds value and maximizes the benefits to its customers, employees and
shareholders. The success of the Company is attributed to its highly experienced and competent management team, that
implements its strategy efficiently and according to its vision. The Company believes that the continued growth of Saudi
Arabia’s economy, the initiatives of Vision 2030 and expansion of the financial sector will boost the demand for financing
products.

The strategic objectives of the Company are founded on the following pillars:

4.31 Enabling easy access to financing

The Company’s strategy aims to provide innovative Shariah-compliant financing using prompt and easy procedures for
its clients. To achieve this objective, the Company has established a multi-channel marketing model, leveraging both
traditional channels (i.e., marketing through its robust network of branches throughout the Kingdom, direct sales and
tele-sales) and modern channels (i.e., online sales activities). The Company focuses on meeting the customers’ needs
for immediate liquidity by ensuring the swift disbursement of funds to customers through its simple and swift process of
accreditation and disbursement. The Company also aims to expand its customer base through online and social media
channels enabling enhanced geographic reach across the Kingdom.

4.3.2 Expanding penetration of the financing market and customer segments

In order to achieve its aspirations, the Company continuously focuses on its core business in Shariah-compliant financing
products offered to its customers. As such, the Company aims to improve its performance by increasing its customer
segments and geographical spread. Therefore, the Company focuses on the evolving financing needs of its customer and
developing innovative products to meet such needs.




While the Company has a reach to a large number of employees in the public sector approximately (1,273,762) employees?,
including military personnel as at 30 September 2020G®, the Company has upside potential in the consumer finance
segment. In addition, the Company is currently looking to expand its consumer finance customer base to also include
high-income private sector employees. In line with other financial companies, the Company aims to gain a larger market
share in the SME financing segment with the growth of the segment supported by the Kafalah Program, Monsha’at and
other government-led incentives that are destined to facilitate the access to capital and increase SMEs’ contributions
to Saudi Arabia’s GDP in line with Vision 2030. The Company plans to attract more SME customers through its FinTech
propositions, currently consisting of the ULend peer-to-peer lending platform, and more individual customers through
the credit card products supported by its potential to cross sell credit cards to existing consumer finance customers.

The Company takes into consideration the importance of developing new innovative products and services to expand
market penetration in order to adapt to the constant changes in the financial services sector. The Company seeks to be
the preferred financing choice for customers. Accordingly, it is planning to maximize profit growth by increasing its market
share in this sector. Such expansion is achieved through the following means:

4.3.21 Digital innovation

Apart from maintaining a multi-channel marketing model, leveraging both traditional channels (i.e., marketing through
its robust network of branches throughout the Kingdom, direct sales and tele-sales) and modern channels (i.e., online
sales activities), the Company is able to expand and transform further into the digital space by augmenting web and
application-based solutions for customer acquisition and support. The Company’s website includes portals allowing
SME and individual customers (including credit-card customers) to complete and submit their financing applications
online. The planned addition of the digital channel is part of the Company’s strategy to widen its customer acquisition with
relatively lower overhead cost by enabling the largest portion of the population to access its products.

Realizing strategic and operational flexibility is one of the major challenges for most businesses, the Company periodically
reviews its strategies and updates them with the aim to continuously adapt to the changes of the economy, market
conditions and maintain sound corporate governance policies. For example, with the increased use of non-cash payments
in Saudi Arabia, the Company launched its own credit card activity in June 2020G. The Company’s credit card product
offers a web portal where customers can view, among other things, their transactions and balances.

In addition, on 19/04/2020G, the Company obtained a non-objection letter from SAMA test the newly launched debt
crowdfunding platform, “ULend”, under the regulatory sandbox environment. The Company has since launched a new
crowdfunding platform in 2020G, enabling it to provide peer-to-peer lending services. For more details, see Section 4.5
“Commercial Activities”. It should be noted that the aforementioned non-objection letter is valid for a period of three
months from 22/07/2021G, and that the Company is currently in the process of issuing a permanent license to conduct
this type of business.

These initiatives are expected to enhance customer experience and reduce operational costs of the Company resulting
in more efficient operations.

4.3.2.2 (Geographic expansion

The Company plans to continue expanding its branch network. The Company has a widespread geographical presence
in Saudi Arabia through its 27 branches across 13 regions in Saudi Arabia. The Company operates using a geographic
expansion of branches and direct sales force, aiming to focus in the future on remote areas, especially those having
acceptable density of population not enjoying access to diversified financing solutions. The Company selects the
locations of its new branches based on several criteria including population, presence of government offices and military
bases, as well as presence of offices of major companies in the private sector. The Company plans to open a new branch
in Zulfi during 2022G and one branch in Arar during 2023G. The following table sets forth some information about the new
branches:

4 Source: Saudi Central Bank, 2019G annual report
5 Source: the General Authority for Statistics. The public sector includes those subject to the civil service system and government

workers subject to the insurance system




Table19: Proposed New Branches

Year of Expansion City Coverage Nearest Branch Approximate Costs
2022G Zulfi Oqdeh, Rawadeha, < im 60 KM SAR 300,000
Samnan
2023G Arar Ratha, Turaif, Sakaka 160 KM SAR 300,000
Oaigeelah

Source: the Company.

4.3.3 Maintaining the quality of the credit portfolio

The Company focuses on maintaining the quality of its credit portfolio and its strength to ensure sustainable growth. The
Company seeks to achieve growth in its portfolio without impacting the quality of its financing portfolio and profitability in
compliance with its strict credit standards for the purpose of increasing its revenues and overall profitability.

In addition, the Company aims to anticipate the changing conditions of the market to support profitability by hedging its
floating profit rates and renegotiating on a periodic basis with its financiers to reduce the impact of changes of interest
rates on its profit margins.

4.3.4 Business Lines targeting a wide spectrum of customers

4.3.41 Consumer finance

Due to alarge number of employees in the public sector approximately (1,273,762) employees, including military personnel
as at 31 December 2020G¢, the Company has a higher market penetration potential in the consumer finance segment
with regards to financing companies, as it had more than 44,000 customers from the public sector as at 31 March 2021G,
which represents a significant upside potential for the Company. The Company is targeting to open most of its upcoming
branches in areas that are mostly populated by civil and military sector government employees. Furthermore, the
percentage of women working in government is expected to increase, in line with Vision 2030, which is expected to result
in an increase in the number of government employees in general. The customer target segment is not limited to public
sector employees, as one of the Company’s strategic goals is to target all customer segments and to attract clients from
both the private sector and non-Saudi clients in the near future.

With over 18 years of experience in the consumer finance sector, during which the Company was able to optimize its
credit cycle model, now supported by external and proprietary tools, SIMAH and other credit external application scoring
systems, the Company is currently targeting to expand its consumer finance business line to private sector employees
of the high-income group. As at 31 December 2020G, there were approximately eight million one hundred sixty eight
thousand six hundred and sixteen (8,168,616) employees in the private sector, of which 17.9% were within the high-income
group’. It is worth noting that the number of employees in the private sector is about 1.8 million Saudi employees, and 6.4
million non-Saudi employees as of 30/11/2020G.

In addition, the Company aims to enter into partnerships with pioneers in the retail sector through offering services such
as “buy now, pay later”.

4.3.4.2 SME financing

With government support extended to SMEs through Kafalah Program and Monsha’at, finance companies in the Kingdom
have a great opportunity to increase the volume of targeted financing for SMEs, as SMEs contribution to the Kingdom's
GDP is expected to increase from 28.75% in 30 July 2020G to 35.00% by 2030G# which should support growth within
the sector This presents an opportunity for the Company to further expand its financing activities in the SME space and
to grow its SME portfolio through its presence in various regions across Saudi Arabia. Additionally, the Company offers
a variety of SME financing products, such as secured SME loans (and FinTech loans under its FinTech lending line of
business). In addition, the Company’s recent SME financing offering included invoice financing, working capital financing,
financing customer obligations operations, point of sale financing and insurance policy finance products.

6 Source: Saudi Central Bank, 2019G annual report.
7  Source: the General Authority for Statistics.
8 Source: Small and Medium Entreprises Authority report




4.3.4.3 FinTech lending

In 2020G, the Company expanded its product range with the introduction of FinTech lending, which currently includes
ULend, a crowdfunding platform enabling the Company to provide peer-to-peer lending services. As at the date of this
Prospectus, the Company’s FinTech lending activities were fully-focused on SME customers, however the Company may,
in the future, develop other products under its FinTech business line to include individual customers.

The Company believes that FinTech lending (peer-to-peer lending) is a form of lending that will help meeting the financing
shortage in the Saudi market and provides lenders with an opportunity to gain profits in addition to their contribution in
financing borrowers in need for capital. The FinTech lending business line is fully conducted on “ULend” online platform
which simplifies the lending process.

4.3.4.4 Credit cards

In 2020G, the Company expanded its product range with the introduction of credit cards on the VISA platform. Initially
offered to its existing customer base, the Company plans to attract its current customers in addition to using its marketing
platform to introduce new products to attract a new client base. The Company applies zero annual fee to its credit card
customers who pay their payables due on time and use 70% of the credit limit within one year of the issuance of the card.
The Company aims to expand in this field, bearing in mind that one of the goals of Vision 2030 is to transform the Kingdom
into a cashless society that conducts its financial transactions digitally. In this regard, the company plans to add another
financing product during 2021G for SMEs.

4.4  Key Strengths

There are several factors that differentiate the Company as a flagship non-banking finance company in Saudi Arabia and
enable it to sustain its track record of strong growth and delivery of superior returns. The key strengths supporting this
aspect includes:

441 Leaderin the attractive and growing consumer and SME finance market

The Company is one of the major players in the non-banking financing market with total assets of one billion eight hundred
sixty nine million four hundred and one thousand (SAR 1,869,401,000) and one billion eight hundred thirty five million six
hundred fifty three thousand and two hundred and nine Saudi Riyals (SAR 1,835,653,209) as at 31 December 2020G and
31 March 2021G, respectively. The total shareholders’ equity of one billion one hundred nineteen million three hundred
seventy-five thousand (SAR 1,119,375,000) and one billion one hundred seventy seven million two hundred ninety nine
thousand and three hundred eleven Saudi Riyals (SAR 1,177,299,311) as at 31 December 2020G and 31 March 2021G,
respectively. As at 31 March 2021G, the Company had a 18% market share making it the market leader.®

The consumer financing market in the Kingdom (including credit cards) has strong fundamentals supported by increasing
levels of consumer spending to address personal needs such as automobile financing, house renovation, education, and
purchase of durables. The size of the consumer financing market in Saudi Arabia was three hundred and seventy seven
million eight hundred three thousand Saudi Riyals (SAR 377,803,000,000) in 30 September 2020G™, which demonstrated
a strong growth, mainly supported by population growth and rising consumer spending in the Kingdom.

In Saudi Arabia, private consumption per capita has historically been higher than private income per capita for the period
between 2015G and 2019G. The gap between private income per capita and private consumption per capita has driven
growth within the consumer financing segment.

The Company believes that demographics in Saudi Arabia support its growth potential. Since its inception in 2002G, the
Company has provided services to more than two hundered and seventy thousand (270,000) customers as at 31 December
2020G and two hundred and eighty thousand (280,000) customers as at 31 March 2021G. The Company’s customer base,
which is mostly composed of government employees with fixed income and job stability, provides the Company with
reduced collection risks. Employment in Saudi Arabia is expected to grow from eleven million, four hundred and ninety
thousand (11,490,000) employees in 2020G to twelve million nine hundred fifty thousand (12,950,000)" by 2025G, with an
expected CAGR at 2.4%. The Company believes that young demographic profile, supported with continuous and steady
growth in employment are key drivers for growing its customer base in consumer finance market.

9 Note: (Calculated using the Company’s gross receivables net of unearned finance income and Personal Finance loans by Finance
Companies as per SAMA Monthly Statistical Bulletin March 2021)
10 Source: Market Consultant estamations according to SAMA information.

11 Source: The Economist Intellegicence Unit- EIU




The Company believes that the direction of SAMA to increase the share of financing companies in the Saudi loan market,
supported with the initiatives of the Financial Sector Development Program as part of the wider Vision 2030 will further
stimulate growth in the sector. Compared to other countries in the GCC region, the consumer finance market in Saudi
Arabia is under penetrated and has a growth potential which may lead to strong growth outlook in the short- to medium-
term. Consumer finance accounted for 11.2% of GDP in Saudi Arabia in 2019G, as compared to an average of 22.1% in 2019™
in the other countries in the GCC region. (For more information, see Section 3 “Market Overview”).

In addition, SME loans extended by commercial banks registered a growth of 7.2% in the year ended 31 December 2019G
as compared to the year ended 31 December 2018G. With the consistent growth in the Saudi population, social needs
such as education, healthcare and housing are expected to grow, coupled with a shift in lifestyle and consumer behavior.
Private consumption levels exceeding personal income levels in the Kingdom are expected to continue to drive demand
for consumer financing. On the other hand, loans extended to SMEs by non-real estate non-banking financial institutions
grew at a faster pace of 21% during'® the same period. Financing companies are targeting to capture a larger market share
of SME financing with the growth of the segment supported by the Kafalah Program, Monsha’at and other government-
led incentives to facilitate SMEs’ access to capital and increase their contribution to Saudi Arabia’'s GDP in line with Vision
2030. See Section 3 “(Market Information)”.

4.4.2 Flagship brand in the Saudi consumer finance space relating to non-banking
financing companies with a strong distribution network across the Kingdom

The Company’s brand “Nayifat” is widely recognised throughout Saudi Arabia as a result of its strong customer centric
track record of providing finance services for a period of more than 19 years. The Company’s overall geographical and
digital footprint (online and social media presence) enables it to cover large cities and under-banked locations in Saudi
Arabia. The Company believes that further increase in its online and social media presence will continue to expand its
client base to remaining locations in the Kingdom at a relatively low cost base, by utilizing the existing platform. The
Company adopted a client-centric philosophy complemented by innovative product suite which serves more than 44,000
active customers as at the date of this Prospectus. The Company’s Shariah-compliant products and multi-channel
distribution model have facilitated it to serve more than two hundered and seventy thousand (270,000) customers
to date (since 2002G) with total gross receivables of one billion five hundred and sixty three million and nine hundred
twenty thousand Saudi Riyals (SAR 1,563,920,000) (net of unearned financing income) as at 31 December 2020G and one
billion five hundred and ninety eight million eight hundred and six thousand and six hundred forty four Saudi Riyals (SAR
1,598,806,644) as at 31 March 2021G

The Company relies on a multi-channel marketing model, leveraging both traditional channels (i.e., marketing through
branches, direct sales and tele-sales) and modern channels (i.e., online sales activities). The expansion of the Company’s
digital and online marketing channels provides an important opportunity to increase its customer reach beyond that of
traditional channels. Such increased digital presence in the consumer finance and SME spheres is expected to benefit
from the Company’s profile elevation and increased media visibility, in light of the Offer and listing of the Company’s
Shares on the Exchange and associated visibility in the media and broader capital markets.

The Company is one of the largest non-banking financing companies in Saudi Arabia both in terms of the number of
branches and geographic coverage. It has a wide geographic coverage with 27 branches (including its head office) across
23 cities and 13 regions in Saudi Arabia. This enables the Company to meet the needs of its diverse customer base,
including private and public sector customers in addition to the SME sector. The Company’s wide spread network enables
it to maintain and grow its business, diversify its risk profile, and serve and support customers across the Kingdom.

As at 31 December 2020G, the Company had one hundred fifty five (155) employees and one hundred forty four (144)
employees as at 31 March 2021G in its sales team focusing on acquiring professional relationships with key employers in
Saudi Arabia. As at the same date, the Company had thirty one (31) employees in its tele-sales team. Both the sales and
tele-sales teams contributed to 65% of the total sales in consumer finance. The Company also has online and social media
channels which enable it to reach across potential customers throughout the Kingdom.

12 Source: Market Consultant estimations.
13  Source: Market Consultant estimations based on SAMA information.




4.4.3 Unique positioning with a leading market share and minimal competition on
pricing

The Company had a 18% market share by loans in consumer finance making it the market leader as at the first quarter
of 2021G." As at 31 December 2020G, the Company’s gross receivables net of unearned Islamic finance income was one
billion five hundred and sixty-three million nine hundred twenty thousand Saudi Riyals (SAR 1,563,920,000) with more
than 44,000 active loan accounts and one billion five hundred and ninety eight million eight hundred and six thousand
and six hundred forty four Saudi Riyals (SAR 1,598,806,644) with more than 44,000 active loan accounts, as at 31 March
2021G.

SAMA regulations set limits to consumer financing that can be provided, based on Debt Burden Ratio (“DBR”) that is
calculated over monthly disposable income of the consumer. The limit imposed on banks is capped at 33% (if there is no
mortgage financing) and 45% (if there is a mortgage financing) of the individual’'s income allocated to debt repayment.
Non-banking financing institutions, including the Company, are allowed to go over this regulatory limit by providing
financing up to 45% (if there is no mortgage financing) and 65% (if there is a mortgage financing) to individuals with
a monthly income of up to (and including) (SAR 25,000), and up to 70% to individuals with a monthly income of more
than (SAR 25,000). Moreover, given the small size of the consumer finance segment relative to portfolios of banks and
the growing number of bank mortgages, DBRs at banks are likely to be reaching their maximum. This would create an
opportunity to non-banking financing institutions, such as the Company to satisfy the demand for additional consumer
financings in the future.

In addition, the Company had a consistent yield generation of in excess of 20% (calculated as revenue from Islamic
financing over average Islamic financing receivables) over the period 2018G-2020G, which was supported by the
Company'’s access to relatively low cost bank financing at an average funding cost rate between 2018G and 2020G of
approximately 6% (calculated based on finance costs over average Islamic bank financing and lease liabilities). The median
yield of the Company’s competitors’ (select non-real estate and non-banking financial institutions such as Al Yusr, AJIL,
Abdul Latif Jameel Finance, Saudi Fransi for Financial Leasing, Al Amthal Financing, Osoul Modern, Tawkelat Finance Co,
Taajeer Finance Co., Tasheel Finance, Maalem Financing, Matager Finance Company, Saudi Finance Company, Emkan
Finance and Morabaha Marina, together, the “peers”) amounted to 13.1% for the period ended 31 December 2019G". The
significant difference between the peers’ median yield and the Company’s represents both the unsecured lending nature
of the Company’s business and strong pricing power in the market.

4.4.4 Well-positionedto capitalise onidentified growth opportunitiesand developed
comprehensive product suite

4441 Consumer Finance

Due to a large number of employees in the public sector (approximately one million two hundred and seventy three
thousand seven hundred and sixty two (1,273,762) employees’, including military personnel as at 31 December 2020G),
the Company has a higher market penetration potential in the consumer finance segment as it had over 44,000 customers
as at 31 March 2021G. In addition, the Company is currently looking to expand its consumer finance customer base to also
include private sector employees of the high-income group.

The Company is well-positioned to leverage its robust network of branches throughout the Kingdom along with modern-
channel marketing activities (online sales activities) to expand its consumer finance customer base beyond the segment
of Saudi employees working in the public sector. The Company is able to deploy its well-established and tested model to
attract customer from the private sector, including non-Saudi customers. The Company'’s overall geographical and digital
footprint (online and social media presence) enables it to cover large cities and under-banked locations in Saudi Arabia.
The Company believes that further increase in its online and social media presence will further expand its client base.
Within this context, the Company launched an online tool enabling prospective customers to apply for consumer finance
products on the Company’s website, which will enable the Company to increase its customer base while expanding its
online footprint.

14 Note: this percentage is based on the overall debt owed to the Company upon deducting unearned financing receivables based on data
issued by SAMA.

15 Source: SAMA Monthly Statistical Bulletin October 2020G.

16 Source: SAMA Annual Report for 2019G.




In addition, the Company has the ability to capitalise on strong trends in the growth of the consumer finance industry
while benefitting from its market leader position. As at the first quarter of 2021G, the Company had a 18% market share
calculated based on amounts of loans granted to its customers.”

The Company also leverages its competitive advantage compared to its peers by (i) the longevity of its presence in the
Saudi market, (ii) its distribution reach supported by its robust network of branches and online presence, and (iii) strong
market know-how, supported by its highly-experienced management team.

4.4.4.2 SME Financing

The SME sector is a key focus area for the Saudi government under Vision 2030 with dedicated programs to develop the
sector. Under Vision 2030, SMEs’ GDP contribution is expected to increase to 35% by 2030 from 28.75% as at 30 July,
2019G. In its SME financing business line, the Company has an opportunity for expansion by concentrating on sectors
that are aimed to be privatised as part of Vision 2030 which could lead to an increase in the number of SMEs. In addition,
the Company is able to leverage its operational capabilities to expand its product range offered to SME customers. The
Company benefits from funding support from various government programs, such as the Monsha’at program allowing the
Company to obtain financing facilities for its SME customers at reduced rates and thus to enhance profitability, and the
Kafalah program, enabling the Company to provide government guaranteed SME financing.

4443 FinTech

In its recently launched FinTech proposition, the Company targets new SME customers in an innovative way. The
Company established a peer-to-peer crowdfunding platform titled “ULend” where parties seeking funding apply online
for funding requirements. Upon customer due diligence, if the request is approved by the Company, it funds 40% of
the funding request and the remainder is funded by investors (corporates or individuals), however the Company may
cover any shortfall in financing, if the third-party investors’ demand is not sufficient. As at the date of this Prospectus,
the Company’s FinTech customers were primarily SME customers, however the platform also allows participation of
individuals. The Company’s FinTech business line provides the Company with a relatively capital light business with the
majority of the risk being borne by investors.

4444 Credit Cards

The Company is the first non-banking financial institution that is licensed to issue credit cards on the VISA platform in
the Kingdom. In its credit cards business line, the Company has a strong cross-selling potential by leveraging its existing
customer base. The Company is aiming to launch corporate cards in 2021G. In addition to its strategic partnership with
VISA, the Company plans to establish a partnership with other international credit card service provider in the near future.
The Company’s credit card business line is expected to be supported by the Saudi government’s target of 70% cashless
payments under Vision 2030.

4.4.5 Prudent risk management and governance framework resulting in superior
asset quality

The Company adopts an effective governance framework, which includes pro-active set up of various committees that
report directly to the Board and are intended to define the risk/return appetite within the Company’s business strategy as
well as identify, monitor and manage potential areas of risk.

The Company has a rigorous systematic credit assessment and risk management framework ensuring adequate risk
identification, control and management. The Company has organized and simplified the processes and systems designed
to maintain the quality of its portfolio. In addition to the assessment of the customer’s solvency, the Company also
assesses the customer’s consumption behaviours and patterns prior to approving any financing.

17 Note: this percentage is calculated using the overall debt owed to Islamic financing to the Company after deducting the income
unearned within the consumer financing sector, making it the leading company in the market (source: SAMA)
18 Source: Small & Medium Enterprises Authority report.




The Credit Department of the Company performs an independent verification of its customers’ credit situation to assess
their financial needs and analyses their ability to repay the credit facilities by using advanced technical means, such
as conducting a database examination and credit scores calculations via SIMAH and other credit external application
scoring systems and identifying the client’s position in the market by obtaining information from available sources.

By adopting a dual credit approach, the Company issues swift electronic approvals without manual operations, allowing
immediate processing of financing applications with a high level of evaluation and with minimum risk of human errors.
Furthermore, the Company’s credit approval process is based on neutral and strictly designed calculations that do not
involve any personal considerations, allowing the Company to reduce its credit risk and maintain the quality of its portfolio.

The Company has a multi-pronged collection mechanism. Periodic instalments due from customers are received
through various collection means such as standing instructions, direct debit from the customer’s bank account and
existing payment instructions with the support of an experienced and highly-qualified collection team equipped with
automated communication systems (e.g., Auto-Dialler System, Voice Blaster, SMSs). In addition, there are arrangements
with external collection teams when payments exceed their due dates. The Collection Department of the Company is
supported by internal and external legal teams. The effectiveness of the Collection Department of the Company has been
demonstrated in its ability to maintain high levels of collection operations efficiency and relatively lower delinquency rate.
The Company has a resilient loan portfolio with non-performing loans (“NPLs”) representing 8.8%, 8.4% and 5.1% of the
Company'’s total laon portfolio, in March 2021G, 2020G and 2019G, respectively. NPLs ratio for non-banking financial
institutions in the Kingdom for the year 2019G stood at 10.58%.

446 Strong financial performance with a consistent track record of superior
returns supported by robust risk management

The Company has demonstrated a strong financial performance where its operating income grew at a CAGR of 13.2%
between 2018G and 2020G and gross receivables (net unearned Islamic finance income) grew at a CAGR of 2.0% between
the same period. The Company has significant scale with its total assets amounting to one billion eight hundred and
sixty nine million four hundred one thousand Saudi Riyals (SAR 1,869,401,000) and its total net Islamic financing (net
unearned financing) amounting to one billion five hundred twenty million five hundred and eighty-three thousand Saudi
Riyals (SAR 1,520,583,000) and one billion five hundred fifty million forty three thousand and nine hundred ninety seven
Saudi Riyals (SAR 1,550,043,997) as at 31 December 2020G and 31 March 2021G, respectively. The Company also has
a strong equity base of one billion one hundred nineteen million three hundred and seventy five thousand Saudi Riyals
(SAR 1,119,375,000) with its receivables to equity ratio (calculated as net receivables over equity) at 1.4x and 1.3x as at 31
December 2020G and 31 March 2021G, respectively, well below the threshold of 3.5x applicable to the Company by SAMA.
This provides the Company with an additional capacity of 2.2, equivalent to 2.6 billion Saudi riyals.

The Company'’s strong financial performance is supported by its resilient asset quality and high asset returns, where its
average NPL between 2018G and 2020G amounted to 7.0%. Moreover, both in 2019G and 2020G, the Company recorded
more recoveries than write-offs which is unique for a Company in this segment. Similarly, the Company observed an
average return on equity with an average of 20.2% between 2018G and 2020G whereas the return on equity of Non Real
Estate Finance Companies was 8.1%, that of Finance Companies was 7.5% and the return on equity of the Banking Sector
was 11.9%, during 2019G™.

This strong performance is mainly due to the high efficiency of the Company’s recovery and collection team which relies
on a robust collection system consisting of predictive dialing and auto dialing technologies and is supported by a strong
internal and external legal teams. The high rates of recoveries leading to a decrease in the level of write-offs, resulting in
a decrease in net credit loss.

19 Source: Market study report.




4.4.7 Further headroom for growth supported by a robust capital position whilst
maintaining dividends

The Company has a significant capital base that supports its organic growth. The Company’s finance receivables to
equity ratio (calculated as net receivables over equity) of 1.4x and 1.3x as at 31 December 2020G and 31 March 2021G,
respectively, which was significantly below the applicable threshold of 3.5x which provides the Company with additional
financing capacity of two billion six hundred million Saudi Riyals (SAR 2,600,000,000) without needing to raise additional
capital. In addition, following the Offering, the Company will also gain access to the capital markets. The Company
may access additional funding through securitisation, sukuk issuances and by applying for a license from SAMA to
accept term deposits in light of SAMA's new regulations on Deposit Taking by Finance Companies (DTFCs) issued in
November 2020G. These new regulations enable financing companies accept deposits and provide the Company with
an additional channel for funding in the future.

The Company has a well-established access to bank financing, which enables it to secure funding from leading local
and regional banks, with committed financing lines of SAR 2.2 billion and SAR 2.1 billion as at 31 December 2020G and
31 March 2021G, respectively, of which SAR 0.56 billion was utilised and the remainder were unutilised capacity as at
the same date.

In addition, the Company has solid dividend pay-out track record since it distributed 10% of its share capital over the
past three financial years as dividends representing 48%, 39% and 49% of its net income in 2018G, 2019G and 2020G,
respectively, and the Company believes it is well positioned to continue distributing dividends to Shareholders in the
future.

4.4.8 Strong shareholder base supporting a highly experienced board and

management

The Company has a long-standing shareholder base, with strong support from FALCOM Holding Company which
provides the Company with ownership stability and a well-established corporate governance framework. FALCOM
Holding Company, the majority shareholder of the Company holding 73.85% of the Shares, is an investment company
in Saudi Arabia focusing on private equity and asset management services with a total capital of SAR 1.155 billion as at
31 December 2020G. The Shareholders’ strong commitment to the growth of the Company’s business is demonstrated
by prioritizing reinvestment of profits and capitalization over payouts for the first 15 years since incorporation. The
Company’s shareholder base is further supported by its Board of Directors which has significant experience in
financial institutions and retail business. The Board of Directors of the Company is complemented by its strong senior
management team with strong market know-how and a professional experience in financial services. The Senior
Management of the Company believes that the extensive experience of its executive management team as well as
the strict risk management regulations and procedures will enable the Company to meet the potential challenges. The
Board and Senior Management’s ownership in the Shares strengthens their commitment to the growth of the Company
and aligns their interests with that of the Company and its Shareholders.




45 Commercial Activities

The Company is a pioneer in the Shariah-compliant financing sector in the Kingdom. It is currently working through four
major business units, namely, consumer financing, SME financing, credit card financing, and FinTech lending.

451 Geographical Presence
The Company has 27 branches throughout the Kingdom, in addition to its head office which is located in the city of Riyadh.

Table 20: Geographical distribution of branches by administrative regions
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Source: the Company.

4.5.2 Company’s Business Segments
The following tables set forth the distribution of loans across various business segments, extended by the Company as
at the dates indicated.

Table 21: Customer loan distribution by sector
As of 31 December As of 31 March
(SAR ‘000) 2018G 2019G 2020G 2021G
Number Perc((;r:)tage Number Perc((:z)tage Number Perc((:/?)tage Number Perc((;r:)tage

Public Sector 1,441,313 95.854% 1,662,352 94.586% 1,433,589 91.666% 1,420,588 88.88%
Private

Sector 62,332 4145% 68,428 3.893% 61,152 3.910% 57,212 3.49%
SMEs 26,719 1.520% 69,179 4.423% 121,006 7.62%
Total 1,503,645 100% 1,757,499 100% 1,563,920 100% 1,598,806 100%

Source: Management Information.

Table 22: Customer loan distribution by segment provided by the Company as at the dates clarified

As of 31 December

As of 31 March

(SAR ‘000) 2018G 2019G 2020G 2021G
Percentage Percentage Percentage Percentage
Number %) Number %) Number (%) Number %)

C
ﬁ:::::e' 1,503,645  100% 1730780 98.479% 1485452 94.982% 1465741  91.62%
SME

. . - - 26,719 1.520% 69,179 4.423% 121,006 7.62%
financing
Credit cards - - 8,866 0.566% 11,636 7.62%
FinTech

" E.!C - - 423 0.027% 423 0.03%
lending
Total 1,503,645 100% 1,757,499 100% 1,563,920 100% 1,598,806 100%

Source: Management Information.




45.3 Consumerfinance

The Company has an integrated system of consumer finance solution that focuses on the needs of individuals. The
Company focuses primarily on government employees where traditional bank financing does not meet their personal
financial needs. The main advantage of the Company compared to other finance companies is that the Company provides
its customers with cash financing and therefore the ability to purchase any product with no restrictions instead of imposing
the purchase of predefined products. Althrough customers are still required to specify the purpose of the sought financing
in their credit application; however, the Company will not monitor the actual use of proceeds once disbursed.

As at 31 March 2021G, consumer financing was the primary segment of the Company, representing 92.4% of the Company’s
lending portfolio being in this category. The Company provides its consumer with finance solutions to individuals through
Tawarruq, Murabaha and ljara products. The Company is particularly specialized in Tawarruq financing operations and the
majority of the financing provided to individuals was based on Tawarrug, representing 100% of total receivables.

Consumer finance products of a maximum value of SAR (300,000) are offered to individuals working in the public and
the private sectors. In addition, instant smart loans enabling individual customers to utilize financing are offered to
individuals working in the public and private sectors up to a maximum amount of one hundred thousand Saudi Riyals
(SAR 100,000). Instant smart loans products are offered without salary transfer or personal guarantor, whereas ordinary
consumer financing products (which are also without salary transfer) usually require a personal guarantor. Both products
are offered in line with Shariah-compliant structures mainly based on Tawarruq. The financing is usually provided for a
maximum term of five years.

Processing consumer finance applications is easy and simple. The applicant determines the amount of funding and
clarifies the period required to repay the financing. In each case, the Company analyses the creditworthiness and DBR of
its customer, and the proposed terms based on its internal procurement procedures, credit adequacy analysis and other
applicable regulations. Upon completion of its customer’s credit rating process, the Company may propose amendments
to the financing proposal submitted by the customer, and then prepare the financing offer, involving the period, and
periodic payments.

As at 31 March 2021G, the Company had around 44,000 active individual customers and since its inception, the Company
has financed more than 280,000 individual customers within its consumer finance business line. The following chart sets
out the number of the Company’s customers within the past five years.

Figure 26: Numbers of the Company’s Customers within the past five years
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Source: the Company.
* The numbers highlighted in the blue columns show the number of financing requests submitted by customers in the last past years.

** The numbers highlighted in the orange columns show the number of funding requests granted by the company in the past five years.




In 2020G, the number of the Company’s customers increased by thirty percent (30%) compared to previous years.
In addition, the financing volume increased in 2020G by thirty seven percent (37%) compared to previous years. The
following figure shows the financing provided by the Company to the institutions based on the amounts funded:

Figure 27: Funded amounts by value in 2020G

5,507
Customers

3,41
Customers

3,156
Customers

1154
Customers
67 36
Customers Customers
Less than 11-30 31-50 51-100 101 -200 Over 200
10,000 Saudi Thousand Thousand Thousand Thousand Thousand
Riyals Saudi Riyals Saudi Riyals Saudi Riyals Saudi Riyals Saudi Riyals
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454 SME financing

In addition to being one of the largest companies in the consumer finance sector in Saudi Arabia, the Company provides
customized financing solutions to meet the financing needs of its SME customers by providing financing to SMEs
operating in various sectors, such as healthcare, accommodation and food services, real estate, education, electricity,
gas, steam and air conditioning supply, and manufacturing sectors. The Company finances SMEs through different
structured financing programs including working capital financing (such as trade financing and financing of insurance
premium) and lease (ljara) financing to expand and grow their business, to finance the purchase of fixed assets, expanding
their business or capital financings. SME financing products are offered to up to SAR 15,000,000 for a maximum term of
3 years with competitive profit rates varying according to the activity of the borrower.

The Company provides a range of financing services to SMEs across all the regions where its branches are located. Its
branches allow the Company to monitor the performance of the loans on a regular basis and ensure the proper use of the
financing facilities provided to customers wherever possible. The Company has developed well-defined criteria helping
it better evaluate the financial soundness of its customers, which is aligned with Saudi Arabia’s economic growth and
government initiatives within the framework of Vision 2030.

The Company is registered with the “Monshaat” program aiming at refinancing the Company’s SME portfolio at reduced
financing rates. The Company has adopted an evaluation program that makes credit scoring points easier through several
performance analysis elements for the entity requesting finance, including Moody’s Investors Services, Standard & Poors
and “SIMAH". Furthermore, key credit information for SMEs are targeted to be obtained from credit rating and scouring
agencies such as “Bayan”, “Tageem” and “SIMAH".

The Company'’s target is for its SME financing business to represent approximately 20% to 30% of its financing portfolio
in the near to medium term.




4.5.5 FinTech Lending

On19/04/2020G, the Company was licensed by SAMA through the non-objection letter, to conduct activities in the FinTech
sandbox environment with its newly launched crowdfunding platform, “ULend”, whereby SAMA has renewed the non-
objection letter on 04/12/1442H (corresponding to 14/07/2021G) for a period of three (3) months starting on 22/07/2021G,
and the company is currently in the process of obtaining a permanent license to provide such services. In its recently
launched FinTech lending business line, the Company targets SMEs in an innovative way. The Company established a
peer-to-peer crowdfunding platform titled “ULend” where parties seeking funding apply online for funding requests. Upon
customer solvency due-diligence, if the request is approved by the Company, it funds 40% of the funding request and
the remainder is generally funded by individual or institutional investors; however, the Company may cover the shortfall
in financing, if third-party investors’ demand is not sufficient. As at the date of this Prospectus, the Company’s FinTech
customers were primarily SME customers, however investors can be both individuals as well as institutions. Its FinTech
business line provides the Company with the risk being borne by the investor and the Company based on the investment
ratio applicable to each financing. However, the Company may cover any shortfall in financing, in the event that there is
not enough desire from third party investors to cover this shortfall. FinTech financing products are offered with a credit
limit of two million Saudi Riyals (SAR 2,000,000) for a maximum term of four (4) years. In addition, these products offer
options such as: automatic investments and reinvestment if desired.

The Company’s target is for its FinTech business to represent approximately 3% to 5% of its financing portfolio in the near
to medium term.

456 Creditcards

As part of its efforts to cover all retail financing activities and maintain its leadership position in the competition,
the Company launched a credit card service in Saudi Arabia in 2020G. Accordingly, the Company has entered into a
partnership with Visa International to operate as a credit card payment operator in Saudi Arabia. The Company also
obtained the SAMA license to operate its credit card financing business line. The Company is the first licensed financing
company to issue credit cards on the VISA platform compliant with Shariah provisions.

The Company'’s credit card products comprise Classic Card, Rewards Card and Gold Card. These cards offer multiple
credit lines and privileges to its customers. Initially offered to its existing customer base, the Company plans to use it’s
marketing platform to introduce new customers to the product. The Company applies zero annual fees to its credit card
customers who use their cards within specific percentages and pay their payables due on time. This product enables the
Company to offer an option to its customers to have immediate access to short-term financing.

The Company benefits from its team of experienced and specialized marketing professionals that undertake the
development of its credit card products and manage the customer attraction and retention processes. To develop its
credit card financing offering, the Company pursues marketing efforts through direct personal communication, use of
direct mail, digital platforms and websites, in addition to field sales.

The Company procures credit card operations support from Network International LLC, a U.A.E-based international
payment solution company providing certain support services including establishment and delivery of the project and
the operation and day-to-day support as well as implementation of the system of conversion and management of cards
using e-hosting models. Services provided by Network International LLC include, among others, processing, credit card,
prepaid card, fraud and customer loyalty solutions.

The initiatives launched by SAMA to develop a high-tech framework system in the Kingdom were a key driver in the
development of bank cards and cash-less technologies. According to SAMA, financial transactions carried out by cards
and cash-less technologies in Saudi Arabia grew by 132% by March 2021G compared to the same period in 2020G.2° In
addition, while the number of transactions executed using credit cards increased, the average value per transaction
decreased.

The credit card financing activity is considered to be one of the activities with a relatively high profit margin compared
to personal financing. Therefore, the Company seeks to make its credit cards the second choice for its customers in the
future.

20 Source: SAMA Monthly Statistical Bulletin for March 2021G.




4.5.7 Main functions and departments

Figure 28: Procedures for obtaining consumer funding
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Figure 29: Procedures for obtaining SME funding
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4.5.8 Sales and marketing department

The Company has a broad and multi-channel sales network involving traditional channels (i.e., marketing through
branches, direct sales and telesales) and modern channels (i.e., online sales activities) as well as dedicated sales teams
focusing on retail sales to achieve a better market share by investing in its range of products and services. As at 31
December 2020G and 31 March 2021G, the Company had a direct sales agents team of one hundred and fifty five (155)
and one hundred forty four (144) employees, respectively. The Company sets annual financing targets of SAR 3 to 5 million
depending on the area of work and years of service. The Company aims to increase its direct sales employees headcount
to (300) employees within the next four years.In addition to its branches and direct sales team, the Company’s sales
network includes telesales channels and online sales activities. As at 31 March 2021G, the Company had 31 employees in
the tele sales channel, and the Company plans to increase this team to (81-100) employees over the next four years. Sales
through direct sales and the tele-sales team respectively accounted for 14% and 86% of the total consumer finance sales
as at 31 March 2021G.

4.5.9 Credit management
4591 Credit Policies

In line with the requirements of the Implementing Regulations issued by SAMA, the Company has adopted a detailed
credit policy for its financing solutions. The Company’s transparent credit plan aims to formulate sound credit decisions
and diversify its risk profile through various risk management methods. The Company’s credit policy includes written
standards designed to control and review the credit risk of its portfolios and to provide a standardized approach to
handle and manage liabilities arising from the risks from customers. This policy is an integral part of the experience of
the Company’s executives and managers. It also identifies procedures to be followed when making financing decisions
and other obligations that expose the Company to credit risk. The management monitors exposures to maintain the
Company'’s solvency and ensure the safety of its shareholders’ investments, achieve the desired profits and meet the
regulatory requirements related to customer financing.

459.2 Credit Rating Team

The Company has an experienced credit team that is keen to ensure that the financial position of the customers is solid
which would minimize the potential risks on the Company. The Company aims to limit its credit risk by developing initial
assessment criteria that prospective customers should meet to be eligible to receive a facility, as well as conducting a
database examination and credit scores calculations via SIMAH and other external credit application scoring systems
and identifying the client’s position in the market by obtaining information from available sources. In case of real estate
provided as collateral for financings, the property is assessed by independent real estate appraisers. In addition to the
initial appraisal, the relevant real estate appraisers may conduct further valuations if deemed necessary due to the
changes in the real estate prices. In cases of financing of SMEs, the property used as collateral must be at least 150% the
value of the financing.

4.5.9.3 Credit Department

The Company has a highly qualified credit department that verifies its customers’ compliance with SAMA’s requirements,
their eligibility to obtain financing and the soundness of their financial position based on the documents they submit
before getting approved for financing. The credit department, based on the information received, performs a DBR analysis.
If the results of the evaluation are positive, the data is sent to the person responsible for monitoring the assessment
elements. The credit department also reviews the “Know Your Customer” (KYC) documents, relevant customer’s bank
statement for the last three months and withdrawals of such account to ensure there are no defaults in payments. The
credit department may then grant its approval, a conditional approval or reject the application. The responses of the
credit department should be supported by justifications and reasons. If there is a need to change or amend the terms and
conditions of the financing facility after approval of the application, this would require another application for the credit
facilities and obtaining the necessary approvals from the entity which approved the original application.




4.510 Operations Department

The operations department consists of four sections that support the daily operations and procedures required by SAMA
as well as the internal policies of the Company. The operations department’s sections consist of the following:

1- A document verification team that verifies documents prior to initiating transfer of funds to the customers’
accounts;

2-  Anoperations support team that implements requests from branches and the liaison with internal departments;

3- Asupportteamthat tracks payments received from banks and verifies the amounts and processes such received
payments in line with applicable regulations and procedures; and

4-  An archiving team that archives documents and contracts in line with SAMA regulations for a prescribed period.

The operations department supports the implementation of all contract related activities, business support and
control of internal processes by separating duties based on quality and cost considerations and maintaining business
performance. The operations department has a team of experienced and qualified professionals who are well suited for
different techniques and tools to facilitate business processes and ensure quality of the services rendered the Company.

4511 Collection Management

The Company has an experienced collection department supported by automated communication systems (e.g., Auto-
Dialler System, Voice Blaster, SMSs) for the collection process. The collection department pursues an effective and
detailed collection strategy to ensure a high recovery rate from overdue accounts. As a result, the collection department
keeps track of customers and ensures that payments are made on a regular basis to minimize, any losses on the Company.
The availability of sufficient resources to the collection team and the strict credit policy enables the Company to maintain
a low loss ratio. The collection department aims to collect receivables from customers on time and to avoid having to
reclassify such receivables from operating assets to non-performing assets If any assets become non-performing, the
Company shall be free to commence legal proceedings. The legal team is responsible for initiating and handling legal cases
before general and enforcement courts. The Company typically initiates legal proceedings against defaulting customers
after one hundred and twenty (120) days from the customer’s default in accordance with the guidelines prescribed by
SAMA.

As at 31 March 2021G, the Company’s collection department had 46 employees, including the legal team and the recovery
team. The legal team is responsible for raising and following-up on legal cases in general and enforcement courts.
Employees receive internal training to ensure the efficiency of the collection process.

45111 In-House Collection Team

The main strength of the Company’s in-house collection mechanism is the advanced automatic communication system,
which facilitates the collection process through the automatic initiation of calls to defaulting customers. The Company
also communicates with customers through phone calls and SMS. The Company’s in-house collection team also uses
interactive group communication solutions that enable it to send pre-recorded voice messages immediately to provide
customers with important information, messages and alerts about amounts due, payment dates and other similar
information.

4.511.2 Collection Support Team and Customer Services and Complaints Team

The Company has two teams supporting its collection department, namely, the collection support team and the customer
services and complaints team. If it is not possible to follow up with customers or guarantors, the collection support team
becomes responsible for handling the relevant data and entering the new collection data into the FinnOne system (i.e.,
a loan management system used to manage cycle for customers on-boarding, collection and financial entries). The
collection support team gathers new contact information and verifies its accuracy with the confirmation of the customer.

The collection process for individuals differs from the collection process for companies, since most collections
from companies are in the form of fireldwork by visiting the company, unlike the case with individual customers. The
Company has an experienced collection team, and employs various collection methods such as an advanced automatic
communication system and FinnOne system, ensuring that data is available to agents, which facilitates the collection
from customers. The customer services and complaints team is responsible for handling all customers’ complaints
related to the collection department and all customers’ complaints received from SAMA.




4.512 Support Departments

45121 Human Resources Department

The Company has a knowledgeable, skilled and experienced management team. The Company invests in its human
capital to fully utilize their potentials in developing products, services, distribution channels and infrastructure. The
human resources department is involved in attracting high-calibre employees and assessing candidate capabilities to
meet the Company’s operational needs. The human resources department also evaluates the current capabilities and
advances employee competencies, skills and abilities to achieve a high-level performance in line with the Company’s
vision. Additionally, the human resources department builds performance-based reward and incentive portfolio programs
to motivate the Company’s employees. The human resources department is also responsible for ensuring that all current
and future commitments and requirements of the Company related to its personnel have been planned and the necessary
arrangements are made to achieve said goals.

As at 31 March 2021G, the Company had 389 employees registered on its payroll in addition to 140 outsourced employees.
As at the same date, 37% of the Company’s employees worked within the sales and marketing department with 144
employees.

The Company outsources certain of its employees through a number of human resources companies. Under these
arrangements, salaries and related benefits, as well as the cost of end of service benefits to outsourced employees
are borne by the Company. All of the Company’s non-Saudi employees (except for external employees) are under the
Company'’s sponsorship.

Under the Nitagat program (the National Plan for Saudization), Saudi companies and institutions are under an obligation
to have a certain percentage of their workforce comprising of Saudi nationals. As at 30 May 2021G, the Company was in
compliance with the Nitagat program requirements and Saudi-national employees accounted for 90.05% (353 Saudi-national
employees and 39 non-Saudi-national employees) and was classified in the platinum category under the Nitagat program.

4.512.2 The Administrative and Training Department

The Company has an experienced administrative team with broad experience in the sector and broad knowledge of the
market. This team supports the core functions such as credit, sales, IT, procurement and management. It provides advice
ondealing with and retaining clients for internal and external employees working in various departments, including records
management, security, finance, procurement and other support services contracted with. The Company’s administrative
team has a deep understanding and broad experience, and has significant responsibilities in strategic management and
chain of operations.

The Company has a training department working in coordination with the other departments to ensure that all new
employees in the Company’s branches receive proper and appropriate training. This training aims to prepare the
employees of new branches to efficiently carry out their roles. The Company also provides training to its employees
on a regular basis using innovative programs conducted by the training department. As for the specialized training
courses and workshops, they are held in coordination between the training department and the directors of the relevant
departments. In order to keep pace with the expected growth, the Company gives priority to training and development,
and seeks to focus on developing the competencies, skills and abilities of its employees in order to achieve a high level
of performance. Therefore, the Company adopted an annual training plan in accordance with SAMA guidelines. This plan
has been prepared based on the assessment of training requirements and budget for all departments. The Company
provides periodic training to combat money laundering, introducing employees to the latest developments in this field and
providing them with the necessary skills to improve their ability to deal with suspicious situations through the application
of the relevant procedures. This training helps the employees of new branches carry out their assigned roles efficiently.

4.512.3 Information Technology Department

The Company focuses on using the latest technology to run its business in an inexpensive and efficient manner and
provide customers with safe, efficient and fast services. It uses state-of-the-art technology in collection solutions
and other financing solutions to maintain scalability and flexibility. The Company uses FinnOne as its core system in
its operations, sales, credit, and collection activities. With is customer acquisition system (CAS) module, FinnOne is
used by the sales and credit teams for customer evaluation, validation and data entries. The Company also uses a loan
management system (LMS) and a collection module, in managing its financing and collection actitivites. The Company
plan on replacing its FinnOne system with Newgen, (a BPM and Omni platform product) with enhanced technologies and
modules, as of March 2021G.




In October 2020, the company launched the new upgrade of Dynamic AX to Dynamics 365. The new Dynamics 365 covers
the finance module, in addition to the human resources, and supply chain operations.

The Dynamics 365 system uses company interoperability policies to make IT decisions to improve the Company’s
interoperability. The Company also plans to establish a department-wide data dashboard for data sharing, which will
increase the availability and consistency of shared data across all departments. In addition, the Company uses a robust
framework for common services to establish and maintain these services to produce the support processes and policies
necessary to ensure the effectiveness of the common services program in all branches.

As at 31 December 2020G, the IT Department was in the development stages of the Incorta Business Intelligence solution
which provides a list of reports and data sets to enhance data sharing across the Company. Through the application of best
practices, it aims to expand the availability of common data and ensure consistency in all branches. As at the date of the
Prospectus, the Company still uses the SAS systems and plans to switch to Incorta Business Intelligence by March 2021G.

The Company adopted interoperability policies in the IT decision making industry (the ability to ensure the compatibility
between the used systems internally and exchange the information in an automatic, easy way) to improve interoperability
across the Company. This improves the ability of systems to exchange data at an effective cost through increased
compliance with standards and best practices. The Company also adopted common standards, protocols, platforms
and common vocabulary to enhance information and service sharing through interoperability. Interoperability and usage
increase the IT team’s ability to provide resource sharing, communicate with users and stakeholders while ensuring data
privacy and security. Through these practices, IT department works to improve data access and interoperability for all
stakeholders, from management operations to direct care and emergency response.

Data sharing policy and interoperability facilitated effective communication and transparency across the Company and
improved the Company’s ability to use advanced data analysis to serve message and administrative decision making.
Through the development of open frameworks and standards for data, interfaces for application software, and user
experience design, IT department was able to improve the efficiency of all transactions with the system. It is certain that
the improvement of usability and access allows the Company to communicate effectively with stakeholders and provide
them with access to the data and functions that support the Company’s mission.

The Company is committed to implementing IT systems and processes that provide up-to-date information on the
Company’s business and allow it to make strategic decisions based on this information in line with its growth. The
Company regularly evaluates the IT environment and regularly upgrades its IT infrastructure. IT department also focuses
on developing plans to attract, develop and retain a strong and diverse IT team while expanding education and training
programs across the Company. The department also seeks to improve knowledge, experience and opportunities in the
field of IT for all specializations within the department.

4512.4 Cyber-Security

The protection of IT assets is critical for the Company to ensure the reliability of the Company’s information systems and
the accuracy of the data therein. Therefore, the Company applies cyber-security procedures and policies to its employees,
consultants, third parties related to the Company and any temporary employees who have access to the Company’s IT
systems. The cyber-security department adopted comprehensive policies to protect the Company in all respects, including,
information security policy, data management and classification policy, physical environment security policy, information
security management policy, Internet usage policy, network security management policy, and IT management policy.

The Company also adopted a strict risk management policy for its IT assets through improved asset management, threat
and vulnerability analysis, response and recovery procedures and plans. This policy allows the Company to maintain its
IT security position in view of its integrated operations, in line with its mission and business needs. This comprehensive
risk management policy enables the Company to prioritize protection of critical data and customer information such as
personal information, personal health information and financial data in line with the appropriate risk level throughout
the life cycle of the IT system or asset. By deploying departmental programs to support definition and prioritization of
cyber-security risks on a continuous basis, the Company enables cyber-security employees to mitigate the risks on a cost
efficient basis. Furthermore, data sharing (including cyber-security threats) in all branches of the Company improves the
Company’s awareness of the prevailing situation. To better address cyber-security risks, SAMA developed an optional
risk-based Internet security framework and a set of standards and best practices in the field to help companies manage
cyber-security risks. This framework, established through public-private sector cooperation, introduced the advantage
of using a common language to address and manage cyber-security risks at a cost-effective basis on business needs
without imposing additional corporate regulatory requirements. The Company filed with SAMA a self-evaluation report of
its esecurity framework for Q3 2020G.




45125 Customer Care Department

The Company is a customer-focused company that prioritizes providing high-quality customer services to support
continued growth of its business. To achieve this, call centres of the Company are well-equipped with up-to-date systems
that register complaints and then monitor and resolve such complaints without delay. The Company also regularly updates
its customer service systems by maintaining the latest technologies. In addition, the Company has attracted qualified and
experienced employees to meet customer expectations and resolve any complaints efficiently and without delay.

Excellent customer service is a process encouraged by the Company in all its branches to avoid repeating any complaints
from customers. It also has multiple channels including telephone line service and complaints submitted to the Company’s
website through Internet, e-mail, instant messaging services, and surveys as tools for receiving customer opinion. The
team provides after-sales service and conducts surveys on customer satisfaction to ensure that their expectations are
satisfied.

The call centre and customer care employees receive comprehensive training to improve their abilities and skills in
communicating with customers and handling their complaints. The Company seeks to continue to provide customers
with utmost care in order to maintain customer loyalty and satisfaction.

Below are the key indicators for the Company’s call centre and customer care activities for the year ended 2020G.

Table 23: Call centre and customer care activities

Calls Services 2020

Number Percentage (%)
Answered Inbound Calls 309,734 59.433%
Answered Outbound Calls 211,414 40.567%
Total Calls 521,148 100%
Online Services 2020
Number Percentage (%)
Number Of Addressed Complaints, Nayifat website 3,954 8.049%
Number Of Addressed Complaints, Samacare System 2,682 5.549%
Number Of Addressed Queries, Nayifat Web 42,489 86.491%
Total Addressed Tickets 49,125 100%
Survey Services 2020
Number Percentage (%)
Overall Happy with Nayifat services 10,389 93.401%
Overall Unhappy with Nayifat services 734 6.599%
Total 11,123 100%

Calls Services for the three months period ending on 31 March 2021

Number Percentage (%)
Answered Inbound Calls 84,453 47%
Answered Outbound Calls 96,530 53%
Total Calls 180,983 100%

Online Services for the three months period ending on 31 March 2021

Number Percentage (%)
Number Of Addressed Complaints, Nayifat website. 846 7%
Number Of Addressed Complaints, Samacare System 682 6%
Number Of Addressed Queries, Nayifat Web 9,968 85%
Number Of Addressed Queries regarding credit cards, Nayifat Web 231 2%

Total Addressed Tickets 1,727 100%




Survey Services for the three months period ending on 31 March 2021

Number Percentage (%)
Overall Happy with Nayifat services 2,000 99%
Overall Unhappy with Nayifat services 26 1%
Total 2,026 100%

Source: The Company

4512.6 Department of Finance and Treasury

The finance department of the Company has multiple functions including treasury management, financial accounting,
management information systems and reporting. This department has highly qualified employees in the fields of finance
and accounting. The department is led by experienced managers who report to the Company’s chief financial officer and
treasurer. The finance department is at the forefront of professional excellence in the Company, which is also evidenced
by the early adoption of IFRS 9. The department also uses the latest accounting and reporting software for the Company.

The Directors acknowledge that there has been no interruption or suspension of the Company’s business during the last
12 months that affect or may have a significant impact on its financial position. (for more information, see Section 4.6
“Covid-19 Update”).

The department also negotiates and manages available credit lines from various national and regional banks to ensure
availability of liquidity as and when required, as well as ensuring competitive and cost effective availability of funds.

46 COVID-19 Update

In response to the spread of COVID-19 in various cities of the Kingdom where the Company operates and its resulting
disruptions to the social and economic activities, the Company’s management has proactively assessed its impact on
its operations and has taken a series of preventive measures. Such measures include but are not limited to the creation
of on-going crisis management committees as well as modification of processes, to ensure the health and safety of its
employees and customers.

Notwithstanding these challenges, the Company’s business operations has shown improvement in financing since June
2020G after showing a decline during the months of April and May. On the collection side, the Company has achieved the
same levels as was the case pre COVID-19 after facing marginal declines in April and May 2020G. This is mainly because
the majority of the customer base (more than 90%) is from public sector employees. Furthermore, based on the current
economic environment, the economic factor used in determining the provision for impairment for expected credit losses
was updated during the period ended March 31, 2020G and the Company has continued with the forecast decline in the
GDP growth rate based on Moody’s outlook of the Saudi economy.

From a liquidity perspective, the Company has access to substantial long-term facilities from commercial banks of which
approximately only 26.66% stands utilized as until 31 March 2021G due to its large equity base to finance the current and
long-term funding needs of the financing company as well as the long-term needs.

Furthermore, in view of the low disbursements and robust collections, the Company has sufficient liquidity available,
therefore it is not significantly exposed to liquidity risk. The Company is also keen that the maturity periods of the financing
amounts due to the Company are largely identical to its obligations to its creditors. Hence the management has taken pro-
active measures by repaying expensive borrowings and participating in SAMA’s support programs for the private sector
which included deferring instalments under its banking facilities. In addition, the Company took the step of depositing its
surplus balances with banks to generate revenue and minimize the impact on the Company’s net income which is through
the bank profits that the Company benefits from through the deposit, which results in an increase in net income.

Based on these factors, the Company’s management believes that the COVID-19 pandemic has had its impact on the
profitability of the Company, only due to the reduced disbursements; however, this is expected to be temporary, since the
disbursements have already started improving significantly since the month of May 2020G.

However, if the COVID-19 pandemic situation prolongs for a longer period of time, this may impact the profitability of the
Company in view of the reduction in loan bookings compared to past periods and may also have an impact on the collections
from higher buckets dues. The Company’s management continues to monitor the situation closely and will modify its
strategy based on the prevalent situation as may be required. See Section 2.1.9 “Risks relating to the outbreak of infectious
diseases or other serious public health concerns, including the continuing global spread of COVID-19 of this Prospectus”.




4.7  History of the Company and its Share Capital Development and
Changes in Ownership Structure

Figure 30: History of the Company and its Share Capital Development and Changes in Ownership

Structure
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Source: The Company.

The Company was originally incorporated as a limited liability company to be owned by: Abdulaziz Saud Omar Al Blehed,
Saud Huwaimel Farraj Al Dosari, Abdulaziz Turki Abdullah Al Otaishan, Hamad Mohammed Abdullah Bin Suaidan and
Fahad Abdulaziz Fahad Al Saeed under the name ‘Nayifat Instalments Company’ with Commercial Registration No.
1010176451 dated 21/02/1423H (corresponding to 04/05/2002G) in Riyadh and was established with a share capital of ten
million Saudi Riyals (SAR 10,000,000), divided into one hundred thousand (100,000) cash shares, the nominal value of
each share was one hundred Saudi Riyals (SAR 100) per share. The ownership structure of the Company when established
in 2002G was as follows:

Table 24: Ownership Structure of the Company upon incorporation as at 04/05/2002G.

Name of Shareholder No. of shares  Value of share Total Value Percentage of

Ownership
Saud Huwaimel Farraj Al Dosari 40,000 100 4,000,000 40%
Abdulaziz Saud Omar Al Blehed 20,000 100 2,000,000 20%
Abdulaziz Turki Abdullah Al Otaishan 20,000 100 2,000,000 20%
Hamad Mohammed Abdullah Bin Suaidan 10,000 100 1,000,000 10%
Fahad Abdulaziz Fahad Al Saeed 10,000 100 1,000,000 10%
Total 100,000 10,000,000 100%

Source: The Company.

Abdulaziz bin Turki bin Abdullah Al Otaishan sold (10,000) of his shares of the Company’s share capital out of twenty
thousand (20,000) shares to Hamad Mohammed Abdullah Bin Suaidan with a nominal value of one million Saudi Riyals
(SAR 1,000,000) and sold five thousand (5,000) shares to Abdulaziz Saud Omar Al Blehed with a nominal value of five
hundred thousand Saudi Riyals (SAR 500,000).

On 03/11/1429H (corresponding to 01/11/2008G), the capital of the Company was increased from ten million Saudi Riyals
(SAR 10,000,000) to two hundred and fifty million Saudi Riyals (SAR 250,000,000), divided into two million five hundred
thousand (2,500,000) shares of which the value of each is (SAR 100) through issuing new Cash Shares worth two hundred
and forty million Saudi Riyals (SAR 240,000,000), through the entry of new partners by one hundred and ninety one
million and five hundred thousand Saudi Riyals (SAR 191,500,000), divided as follows: SAR 93,875,000 for FALCOM
Financial Services Company, SAR 93,875,000 for Al Marakeb Real Estate Investment Company Ltd and SAR 3,750,000
for Saad Ali Sulaim Al Qahtani. Saud Huwaimel Farraj Al Dosari sold 85,000 shares of his own shares to the new partner
Mohammad Ali Mohammad Al Hokal.




Additionally, forty-eight million and five hundred thousand Saudi Riyals (SAR 48,500,000) was also capitalised from the
retained earnings account, the Company’s current partners’ current accounts and the Company’s current shareholders
account pursuant to the amendment of the Articles of Association of the Company on 03/11/1429H (corresponding to
01/11/2008G). Accordingly, the ownership structure of the Company became as follows:

Table 25: Ownership Structure as at 01/11/2008G

Percentage
Name of Shareholder Number of shares  Share Value Total Value of Owner-
ship
FALCOM Financial Services Company 938,750 100 93,875,000 37.55%
ﬁilrr:iz::;keb Real Estate Investment Company 938,750 100 93,875,000 3755%
Saud Huwaimel Farraj Al Dosari 200,000 100 20,000,000 8.00%
Abdulaziz Saud Omar Al Blehed 125,000 100 12,500,000 5.00%
Hamad Mohammed Abdullah Bin Suaidan 100,000 100 10,000,000 4.00%
Mohammad Ali Mohammad Al Hokal 85,000 100 8,500,000 3.40%
Fahad Abdulaziz Fahad Al Saeed 50,000 100 5,000,000 2.00%
Saad Ali Sulaim Al Qahtani 37,500 100 3,750,000 1.50%
Abdulaziz Turki Abdullah Al Otaishan 25,000 100 2,500,000 1.00%
Total 2,500,000 250,000,000 100%

Source: The Company.

On 09/06/1431H (corresponding to 23/05/2010G), the Company was converted from a limited liability company to a closed
joint stock company upon the Ministerial Resolution No. 188/Q dated 09/06/1431H (corresponding to 23/05/2010G),
with its share capital of two hundred and fifty million Saudi Riyals (SAR 250,000,000), divided into twenty-five million
(25,000,000) ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per each share. Ministerial
Resolution No. 188/Q dated 09/06/1431H (corresponding to 23/05/2010G) was issued announcing the conversion of the
Company into a closed joint stock company with the paid share capital.

Table 26: Ownership Structure

Percentage of

Name of Shareholder Number of shares Share Value Total Value .
Ownership

Saud Huwaimel Farraj Al Dosari 2,000,000 100 20,000,000 8.00%
Abdulaziz Saud Omar Al Blehed 1,250,000 100 12,500,000 5.00%
Hamad Mohammed Abdullah Bin 1,000,000 100 10,000,000 4.00%
Suaidan
Mohammad Ali Mohammad Al 850,000 100 8,500,000 3.40%
Hokal
Fahad Abdulaziz Fahad Al Saeed 500,000 100 5,000,000 2.00%
Saad Ali Sulaim Al Qahtani 375,000 100 3,750,000 1.50%
Abdulaziz Turki Abdullah Al

bdulaziz Turki Abdulla 250,000 100 2,500,000 1.00%
Otaishan
FALCOM Financial Services 9,387,500 100 93,875,000 37.55%
Company
Almarakeb Re.al Estate Investment 9,387,500 100 93,875,000 3755%
Company Limited
Total 250,000,000 250,000,000 100%

Source: The Company.




On 28/02/1435H (corresponding to 31/12/2013G), the Company is licensed by SAMA under the license number 5/
ASh/201312 to perform the following activities: lease financing, small and medium enterprise financing, consumer
financing and credit card financing.

On 07/07/1435H (corresponding to 06/05/2014G), the Company’s Extraordinary General Assembly approved the
amendment of the Company’s name to be “Nayifat Finance Company” and the increase of the Company’s share capital
from two hundred and fifty million Saudi Riyals (SAR 250,000,000) to four hundred million Saudi Riyals (SAR 400,000,000)
divided into forty million (40,000,000) ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per
share by way of granting additional shares to existing shareholders on a 3 to 5 ratio (by granting three free shares for
each five shares held by the shareholders), through the capitalization of one hundred and thirty eight million Saudi Riyals
(SAR 138,000,000) from the Company'’s retained earnings account, and twelve million Saudi Riyals (SAR 12,000,000)
of the Company'’s statutory reserve (the Company obtained SAMA approval). Several share exchanging resulted in the
Company’s ownership structure as follows:

Table 27: Ownership Structure of the Company after the Aforementioned Capital Increase

Name of Shareholder Number of Share Value Total Value Percentagg of
Shares Ownership

FALCOM Financial Services Company 30,343,424 10 303,434,240 75.86%
Saud Huwaimel Farraj Al Dosari 2,675,208 10 26,752,080 6.69%
Abdulaziz Saud Omar Al Blehed 2,512,944 10 25,129,440 6.28%
Mohammad Ali Mohammad Al Hokal 1,708,800 10 17,088,000 4.27%
FALCOM ial |

COM Special Investment 1,248,000 10 12,480,000 312%
Services Company
Al Fahad Companyfor.Tradmg, 808,080 10 8,080,800 2.02%
Industry and Contracting
Saad Ali Sulaim Al Qahtani 606,064 10 6,060,640 1.52%
Noura Talal Khalil Al Muhaid 61,000 10 610,000 0.15%
Hussain Mohammad Salem Al 36,480 10 364,800 0.09%
Shakrah
Total 40,000,000 400,000,000 100%

Source: The Company.

On16/07/1436H (corresponding to 05/05/2015G), the Company’s Extraordinary General Assembly approved the increase
of the Company’s share capital from four hundred million Saudi Riyals (SAR 400,000,000) to five hundred million Saudi
Riyals (SAR 500,000,000) divided into fifty million (50,000,000) ordinary shares with a fully paid nominal value of ten
Saudi Riyals (SAR10) per share by way of granting additional shares to existing shareholders on a 1to 4 ratio (by granting
one free share for each four shares held by the shareholders), through the capitalization of seventy four million, four
hundred and twenty four thousand, seven hundred and eighty eight Saudi Riyals (SAR 74,424,788) from the Company’s
retained earnings account, and twenty five million, five hundred and seventy five thousand, two hundred and twelve Saudi
Riyals (SAR 25,575,212) of the Company’s statutory reserve (the Company obtained SAMA approval). Accordingly, the
ownership structure of the Company became as follows:

Table 28: Ownership Structure of the Company after the Aforementioned Capital Increase

Number of Percentage of

Name of Shareholder Shares Share Value Total Value Ownership
FALCOM Financial Services Company 37,929,280 10 379,292,800 75.86%
Saud Huwaimel Farraj Al Dosari 3,344,010 10 33,440,100 6.69%
Abdulaziz Saud Omar Al Blehed 3,141,180 10 31,411,800 6.28%
Mohammad Ali Mohammad Al Hokal 2,136,000 10 21,360,000 4.27%

FALCOM Special Investment

. 1,560,000 10 15,600,000 3.12%
Services Company




Name of Shareholder Number of Share Value Total Value Percentage of
Shares Ownership

Al Fahad Company for Trading,

. 1,010,100 10 10,101,000 2.02%
Industry and Contracting
Saad Ali Sulaim Al Qahtani 757,580 10 7,575,800 1.52%
Noura Talal Khalil Al Muhaid 76,250 10 762,500 0.15%
Hussain Mohammad Salem Al 45,600 10 456,000 0.09%
Shakrah
Total 50,000,000 500,000,000 100%

Source: The Company.

On 26/06/1437H (corresponding to 04/04/2016G), the Company’s Extraordinary General Assembly approved the increase
of the Company’s share capital from five hundred million Saudi Riyals (SAR 500,000,000) to six hundred million Saudi
Riyals (SAR 600,000,000) divided into sixty million (60,000,000) ordinary shares with a fully paid nominal value of ten
Saudi Riyals (SAR 10) per share by way of granting additional shares to existing shareholders on a 1to 5 ratio (by granting
one free share for each five shares held by the shareholders), through the capitalization of ninety three million Saudi Riyals
(SAR 93,000,000) from the Company’s retained earnings account, and seven million Saudi Riyals (SAR 7,000,000) of the
Company'’s statutory reserve (the Company obtained SAMA approval). Several share exchanging between a number of
shareholders resulted in the Company’s ownership structure as follows:

Table 29: Ownership Structure of the Company after the Aforementioned Capital Increase

Name of Shareholder N;r::rzr:f 32?J: Total Value Pg\::vir:rasi?pd

FALCOM Financial Services Company 45,515,136 10 455,151,360 75.858%
Saud Howaimel Farraj Al Dosari 4,012,812 10 40,128,120 6.688%
Abdulaziz Saud Omar Al Blehed 3,769,416 10 37,694,160 6.282%
Mohammad Ali Mohammad Al Hokal 2,563,200 10 25,632,000 4.272%
FALCOM Special Investment Services Company 1,872,000 10 18,720,000 3.120%
é'oﬁ?:iﬁ zmpa”y forTrading, Industry and 1,212,120 10 12,121,200 2.020%
Saad Ali Sulaim Al Qahtani 909,096 10 9,090,960 1.515%
Noura Talal Khalil Al Muhaid 91,500 10 915,000 0.152%
Hussain Mohammad Salem Al Shakrah 54,720 10 547,200 0.091%
Total 60,000,000 600,000,000 100%

Source: The Company.

On 24/03/1439H (corresponding to 12/12/2017G), the Company’s Extraordinary General Assembly approved the increase
of the Company’s share capital from six hundred million Saudi Riyals (SAR 600,000,000) to six hundred and thirty five
million Saudi Riyals (SAR 635,000,000) divided into sixty three million and five hundred thousand (63,500,000) ordinary
shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per share by granting new shares to the chairman of the
executive committee and a limited number of employees (the Company obtained SAMA approval) through a loan of thirty
five million Saudi Riyals (SAR 35,000,000) awarded to executive officers under “a three-year performance-based bonus
program” to be settled within such period. (This program is not currently valid since it was effective for a period of three
years starting in 2017G and ending in 2020G and its term has not been renewed). In 2017G, the FALCOM group underwent
an internal corporate restructuring, by virtue of which the shareholding of FALCOM Financial Services Company in the
Company was transferred to a holding entity under the name of FALCOM Holding Company, which currently holds the
majority stake in the Company. The loan was to be repaid through repayments over three years. Several share exchanges
between a number of shareholders resulted in the Company’s ownership structure as follows:




Table 30: Ownership Structure of the Company after the Aforementioned Change of Ownership and
Capital Increase

Name of Shareholder Ngrfli;of ?/2?1:: Total Value Pg;ir;trz;i?pof

FALCOM Holding Company 45,515,136 10 455,151,360 71.677%
Saud Huwaimel Farraj Al Dosari 4,812,812 10 48,128,120 7.579%
Abdulaziz Saud Omar Al Blehed 4,469,416 10 44,694,160 7.038%
Mohammad Ali Mohammad Al Hokal 2,563,200 10 25,632,000 4.036%
FALCOM Special Investment Services Company 1,872,000 10 18,720,000 2.948%
ggjvualizzi)nhsen Abdulrahman Musaed Al 1,500,000 10 15,000,000 2.362%
(A:Lii?:iﬁ gmpany forTrading, Industry and 1,212,120 10 12,121,200 1.908%
Saad Ali Sulaim Al Qahtani 909,096 10 9,090,960 1.431%
Hussain Mohammad Salem Al Shakrah 226,500 10 2,265,000 0.356%
Noura Talal Khalil Al Muhaid 229,720 10 2,297,200 0.361%
Sultan Shwayit Al Otaibi 50,000 10 500,000 0.078%
Ayman Ahmed Al Zayer 40,000 10 400,000 0.063%
Turki Naser Hamad Al Saad Al Qahtani 35,000 10 350,000 0.055%
Turki Suleiman Saleh Al Obaid 35,000 10 350,000 0.055%
Ahmed Ibrahim Farie HemliHemli 30,000 10 300,000 0.047%
Total 63,500,000 635,000,000 100%

Source: The Company.

On12/06/1439H (corresponding to 28/02/2018G), the Company’s Extraordinary General Assembly approved the increase
of the Company'’s share capital from six hundred and thirty five million Saudi Riyals (SAR 635,000,000) to eight hundred
and fifty million Saudi Riyals (SAR 850,000,000) divided into eighty five million (85,000,000) ordinary shares with a fully
paid nominal value of ten Saudi Riyals (SAR 10) per share through the capitalization of one hundred and seventy nine
million, four hundred and thirty six thousand Saudi Riyals (SAR 179,436,000) from the Company’s retained earnings
account, and thirty five million, five hundred and sixty four thousand Saudi Riyals (SAR 35,564,000) of the Company’s
statutory reserve (the Company obtained SAMA approval). Accordingly, the ownership structure of the Company became
as follows:

Table 31:  Ownership Structure of the Company after the Aforementioned Capital Increase

Name of Shareholder Nl;r:::)ersof 3;?:2 Total Value Pg\‘;’ir;z%?p()f
FALCOM Holding Company 60,925,773 10 609,257,730 71.677%
Saud Huwaimel Farraj Al Dosari 6,442,347 10 64,423,470 7.579%
Abdulaziz Saud Omar Al Blehed 5,982,683 10 59,826,830 7.038%
Mohammad Ali Mohammad Al Hokal 3,431,055 10 34,310,550 4.036%
FALCOM Special Investment Services Company 2,505,827 10 25,058,270 2.948%
Abdulmohsen Abdulrahman Musaed Al Sowailem 2,007,874 10 20,078,740 2.362%
g'(;i?:iﬁ ;mpany forTrading, Industry and 1,622,523 10 16,225,230 1.908%
Saad Ali Sulaim Al Qahtani 1,216,900 10 12,169,000 1.431%
Hussain Mohammad Salem Al Shakrah 307,499 10 3,074,990 0.361%

Noura Talal Khalil Al Muhaid 303,189 10 3,031,890 0.356%




Name of Shareholder ngr::reegof 32?J: Total Value Pg\‘;’ir;z%?p()f
Sultan Shwayit Al Otaibi 66,929 10 669,290 0.078%
Ayman Ahmed Abdulkareem Al Zayer 53,543 10 535,430 0.062%
Turki Naser Hamad Al Qahtani 46,850 10 468,500 0.055%
Turki Suleiman Saleh Al Obaid 46,850 10 468,500 0.055%
Ahmed Ibrahim Farie Hemli 40,158 10 401,580 0.047%
Total 85,000,000 850,000,000 100%

Source: The Company.

On 05/04/1441H (corresponding to 02/12/2019G), the Company bought-back the entire shareholding of FALCOM Special
Investment Services, the then shareholder of the Company, consisting of 2,505,827 Shares amounting to a total of (SAR
65,151,502) to maintain these as treasury shares and the share capital of the Company has increased from eight hundred
fifty million Saudi Riyals (SAR 850,000,000) to one billion Saudi Arabian Riyals (SAR 1,000,000,000) divided into one
hundred million (100,000,000) ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per share,
through the capitalization of one hundred and fifty million (SAR 150,000,000) of the Company'’s retained earnings (the
Company obtained SAMA approval). Accordingly, the ownership structure of the Company became as follows:

Table 32: Ownership Structure of the Company after the Aforementioned Change of Ownership and

Capital Increase

Number of

Share

Percentage of

Name of Shareholder Shares Value Total Value Ownership

FALCOM Holding Company 71,677,380 10 716,773,800 71.677%
Saud Huwaimel Farraj Al Dosari 7,866,128 10 78,661,280 7:866%
Abdulaziz Saud Omar Al Blehed 7,038,450 10 70,384,500 7.038%
Mohammad Ali Mohammad Al Hokal 4,036,535 10 40,365,350 4.036%
The Company 2,948,032 10 29,480,320 2.948%
Abdulmohsen Abdulrahman Musaed Al Sowailem 2,400,700 10 24,007,000 2.400%
élc;a"c?:iﬁ zmpany forTrading, Industry and 1,008,850 10 19,088,500 1.908%
Saad Ali Sulaim Al Qahtani 1,431,647 10 14,316,470 1.431%
Noura Talal Khalil Al Muhaid 356,693 10 3,566,930 0.356%
Hussain Mohammad Salem Al Shakrah 361,763 10 3,617,630 0.361%
Sultan Shwayit Al Otaibi 78,740 10 787,400 0.078%
Ayman Ahmed Abdulkareem Al Zayer 24,497 10 244,970 0.024%
Turki Naser Hamad Al Qahtani 55,118 10 551,180 0.056%
Turki Suleiman Saleh Al Obaid 55,118 10 551,180 0.056%
Ahmed Ibrahim Farie Hemli 47,245 10 472,450 0.047%
Total 100,000,000 300,000,007 100%

Source: The Company.

On 15/11/1441H (corresponding to 06/07/2020G), the Company distributed to the existing shareholders the Shares it was
holding in treasury previously purchased from FALCOM Special Investment Services in December 2019G, in proportion to
each shareholder’s ownership stake in the Company based on the non-objection letter issued by SAMA on 20/04/1441H
(corresponding to 18/12/1441G). Accordingly, the ownership structure of the Company became as follows:




Table 33: Ownership Structure of the Company after the Aforementioned Change of Ownership

Name of Shareholder N;T:rirs"f ShareValue  Total Value P‘g;igt;i?p“
FALCOM Holding Company 73,854,638 10 738,546,380 73.854%
Saud Huwaimel Farraj Al Dosari 7,866,128 10 78,661,280 7.876%
Abdulaziz Saud Omar Al Blehed 7,252,249 10 72,522,490 7.252%
Mohammad Ali Mohammad Al Hokal 4,159,148 10 41,591,480 4159%
Abdulmohsen Abdulrahman Musaed Al Sowailem 2,473,623 10 24,736,230 2.473%
é'o:it:ftﬁ zmpany forTrading, Industry and 1,966,834 10 19,668,340 1.966%
Saad Ali Sulaim Al Qahtani 1,475,134 10 14,751,340 1.475%
Noura Talal Khalil Al Muhaid 310,867 10 3,108,570 0.310%
Hussain Mohammad Salem Al Shakrah 372,752 10 3,727,520 0.732%
Sultan Shwayit Al Otaibi 81,132 10 811,320 0.081%
Ayman Ahmad Abdulkareem Al Zayer 25,241 10 252,410 0.025%
Turki Naser Hamad Al Qahtani 56,792 10 567,920 0.056%
Turki Suleiman Saleh Al Obaid 56,792 10 567,920 0.056%
Ahmed Ibrahim Farie HemliHemli 48,680 10 486,800 0.048%
Total 100,000,000 1,000,000,000 100%

Source: The Company.

On 15/05/1442H (corresponding to 30/12/2020G), Mr. Hussain Al Shakrah, Ms. Noura Al Mohid and Mr. Abdulmohsen Al
Sowailem transferred a total of three hundred and eighty thousand and four hundred eighteen (380,418) Shares (which
constitute the remaining Shares that did not vest under the Company’s employee share incentive program) to the Company
to be held in treasury, then sold to the other shareholders through a bidding process. Such Shares were initially registered
under their names for and on behalf of the Company. Accordingly, the ownership structure of the Company became as follows:

Table 34: Ownership Structure After the Aforementioned Transfer of Shares

Number of

Percentage of

Name of Shareholder Shares Share Value Total Value Ownership

FALCOM Holding Company 73,854,638 10 738,546,380 73.854%
Saud Huwaimel Farraj Al Dosari 7,866,128 10 78,661,280 7.866%
Abdulaziz Saud Omar Al Blehed 7,252,249 10 72,522,490 7.252%
Mohammad Ali Mohammad Al Hokal 4,159,148 10 41,591,480 4159%
Abdulmohsen Abdulrahman Musaed Al Sowailem 2,433,959 10 24,339,590 2.434%
g'o:i?:iﬁ ;mpany forTrading, Industry and 1,966,834 10 19,668,340 1.966%
Saad Ali Sulaim Al Qahtani 1,475,134 10 14,751,340 1.475%
Hussain Mohammad Salem Al Shakrah 169,922 10 1,699,220 0.169%
Noura Talal Khalil Al Muhaid 172,933 10 1,729,330 0.172%
Sultan Shwayit Al Otaibi 81,132 10 811,320 0.081%
Ayman Khaled Al Zayer 25,241 10 252,410 0.025%
Turki Naser Hamad Al Qahtani 56,792 10 567,920 0.056%
Turki Suleiman Saleh Al Obaid 56,792 10 567,920 0.056%
Ahmed Ibrahim Farie Hemli 48,680 10 486,800 0.048%
The Company 380,418 10 3,804,180 0.380%
Total 100,000,000 1,000,000,000 100%

Source: The Company.




Current Ownership Structure of the Company Pre-Offering and
Post-Offering

According to the shareholder register dated 21/05/1442H (corresponding to 05/01/2021G) the Company sold its entire
holding of 380,418 treasury Shares to Mr. Mohammad Ali Al Hokal through a bidding process by virtue of Board'’s
Resolution dated 30/04/1441H (corresponding to 15/12/2020G). As a result, as at the date of this Prospectus, the issued
share capital of the Company is one billion Saudi Riyals (SAR 1,000,000,000) divided into hundred million (100,000,000)
ordinary shares with a fully paid nominal value of ten Saudi Riyals (SAR 10) per share. The ownership Structure of the
Company pre-Offering and post- offering is as following:

Table 35: Ownership Structure of the Company Pre-Offering and Post-Offering

Pre-Offer Post- Offer
Shareholders Number of Direct Indirect Number of Total Direct Indirect
Total Value  Owner- Owner- Ownership Owner-
Shares Shares Value?
ship %' ship % %! ship %
FALCOM Holdi
olding 73,854,638 738,546,380 73.855% - 48,005,515 480,055,150  48.006%
Company
H imel
Saud Huwaimel ) o 008 7s661,280 7.866% - 5,112,983 51,129,830  5113%
Farraj Al Dosari
Abdulazi d
ulaziz Sau 7,252,249 72,522,490 7.252% - 4,713,962 47139620  4.714%
Omar Al blehed
Mohammad Ali
Mohammad Al 4,539,566 45,395,660 4.540% - 2,950,718 29,507,180 2.951%
Hogal

Abdulmohsen
Abdulrahman
Mosaed Al
Sowailem

Al Fahad
Company for
Trading, Industry
and contracting
Saad Ali Sulaim
Qahtani

Nora Talal Khalil
Al Muheid
Hussain
Mohammad 169,922 1,699,220 0.170% - 110,449 1,104,490 0.110%
Salem Al Shakrah
Sultan Shwayit
Waqyan Al Otaibi
Ayman Ahmed
AbdulkarimAl 25,241 252,410 0.025% - 16,407 164,070 0.016%
Zayer

Turki Nasser

Hamad Al 56,792 567,920 0.057% - 36,915 369,150 0.037%
Qahtani

Turki Suleiman
Saleh Al Obaid
Ahmed lbrahim
Hemli

Public - - - - 35,000,000 350,000,000 35.000%

Total 100,000,000 100,000,000 100,000,000 1,000,000,000 100%

2,433,959 24,339,590 2434% 0.801% 1,582,073 15,820,730 1.582%  0.520%

1,966,834 19,668,340  1.967% - 1,278,441 12,784,420 1.278%

1,475,134 14,751,340 1.475% - 958,837 9,588,370 0.959%

172,933 1,729,330 0.173% - 112,406 1,124,060 0.112%

81,132 811,320 0.081% - 52,736 527,360 0.053%

56,792 567,920 0.057% - 36,915 369,150 0.037%

48,680 486,800 0.049% - 31,642 316,420 0.032%

Source: The Company.
*  post-issuance share fractions were distributed on the shareholders as shown in the table above.
1 The ownership percentages mentioned are approximate.

2 Ashareholder owns indirect ownership of a member of the board of directors, Abdul-Mohsen Abdul-Rahman Musaed Al-Swailem, resulting
from his direct ownership of 1.08% of FALCOM Holding Company, which owns shares representing 73.855% of the Company’s share capital.




The following chart indicates the ownership structure of the Company as at the date of this Prospectus:

Figure 31: Company’s ownership structure as at the date of this Prospectus
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Save as the Company’s share ownership in Sejel Company the Company does not own shares or direct or indirect
ownership shares in any company inside or outside Saudi Arabia, and the Company has not conducted any business
outside Saudi Arabia as at the date of this prospectus. (See Section 12.3 “Subsidiaries and Investments”).

4.8 About the Companies Owning Shares in the Company

The following chart illustrate the company’s place between FALCOM Holding Company, its subsidiaries and affiliates:

Figure 32: The Company’s place among the subsidiaries and affiliates of FALCOM Holding Company:
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4.81 FALCOM Holding Company

FALCOM Holding Company was established as a closed joint stock company on 03/06/1438H (corresponding to
01/03/2017G) and under Commercial Registration No. 1010468790 dated 10/06/1438H (corresponding to 08/03/2017G),
issued in the city of Riyadh located in Public Olaya Road, FALCOM Financial Services Building P.O. Box 11421, Riyadh,
Kingdom Of Saudi Arabia. The capital of the Company is one billion, one hundred and fifty five million (1,155,000,000)
Saudi Riyals divided into 115,500,000 ordinary shares with a nominal value of ten (10) Riyals per share.

Pursuant to the Company’s Article of Association, the purposes of the Company are as follows:

1- Manage its subsidiaries, or participate in the management of other companies in which it contributes and
provides the necessary support.

Invest the Company’s funds in shares and other securities.
3- Ownreal estate and movables required to carry out its activities.

Own industrial property rights of patents, trademarks, industrial brands, franchising rights, and other intangible
rights, utilization and leasing thereof to its subsidiaries or to others.

As at the date of this Prospectus, FALCOM Holding Company held seventy three million eight hundred and fifty four
thousand six hundred and thirty eight (73,854,638) shares in Nayifat Finance Company (representing 73.85% of its capital
prior to the Offering). FALCOM Holding Company is managed by its CEO and the Managing Director, Adeeb Abdulrahman
Musaed Al Sowailem. Shareholders holding FALCOM Holding Company’s shares are as follows:

Table 36: Shareholders in FALCOM Holding Company

# shareholder’s name Number of Value of Shares Total Value ownership
Shares percentage

Prince/ Mohammed bin Fahd bin o
1 Abdulaziz Al-Saud 25,300,000 10 253,000,000 21.9%

2 Badriya bint Hussein Al Assaf 11,660,635 10 116,606,350 10.10%

3 United Trading Co. , Ltd 11,000,000 10 110,000,000 9.52%

a Prince/ Khalid bin Fahd bin Abdulaziz 11,000,000 10 110,000,000 9.52%
Al-Saud

5 Mohammed bin Fahd bin Mohammed 5,475,885 10 54,758,850 4.74%
Al-Athel

6 Turky bin Fahd bin Mohammed Al- 5,475,885 10 54,758,850 4.74%
Athel

7 Nass.er bin Ibrahim bin Rashid Al 3,850,000 10 38,500,000 3.33%
Rashid

3 Ade(?b bin Abdulrahman bin Mousaed 3,693,250 10 36,932,500 3.20%
Sweilem

9 Ghada bint Fahd al-Athel 2,737,945 10 27,379,450 2,37%

10 Flowa bint Fahd al-Athel 2,737,945 10 27,379,450 2,37%

1 Mashael bint Fahd al-Athel 2,737,945 10 27,379,450 2,37%

12 Rabaa bint Fahd al-Athel 2,737,945 10 27,379,450 2,37%

13 Hala bint Fahd al-Athel 2,737,945 10 27,379,450 2,37%

14 Munira bint Fahd al-Athel 2,737,945 10 27,379,450 2,37%

15 Seeta bint Fahd al-Athel 2,737,945 10 27,379,450 2,37%

16 Khalid bin Omar bin Jasser Albultan 1,650,000 10 16,500,000 1.43%

17 Abdulmohsen blnAbduIrahman bin 1252112 10 12,521124 1.08%
Mousaed Al Sowailem




# shareholder’s name Number of Value of Shares Total Value ownership
Shares percentage
Prince/Saud bin Khalid bin Saud bin o
18 Mohammed Al-Saud 1,237,500 10 12,375,000 1.07%
Prince/Faisal bin Turki bin Abdullah o
19 bin Mohammed Al-Saud 1,237,500 10 12,375,000 1.07%
20 Fahd Mohammed Saleh Al-Athel 1,154,980 10 11,549,800 1.00%
21 Faisal bin Fahd bin Faisal Melhem 1,034,000 10 10,340,000 0.90%
Prince/Khalid bin Saud bin o
22 Mohammed Al-Saud 825,000 10 8,250,000 0.71%
Ibrahim bin Abdulmohsen bin o
23 Abdullah Abanmi 550,000 10 5,500,000 0.48%
Prince/Mishary bin Abdullah bin o
24 Abdulaziz bin Mousaed 550,000 10 5,500,000 0.48%
25 Mutlaq bin Saleh bin Mutlag Al Hanaki 550,000 10 5,500,000 0.48%
A lellah bin Moh i leh
26 Abdulellahbin Mohammed bin Sale 550,000 10 5,500,000 0.48%
Al-Athel
27 Abdullah bin Mohammed bin Saleh 550,000 10 5,500,000 0.48%
Al - Athel
o8 Salman bin Mohammed bin Saleh 550,000 10 5,500,000 0.48%
Al-Athel
M in Moh Moh
29  Mazenbin Mohammed Mohammed 495,000 10 4,950,000 0.43%
bin Jameel lkram
30 Saleh bin Ali bin Hamoud Al-Athel 418,000 10 4,180,000 0.36%
31 Abdullah ben Ali bin Saleh Al - Nuaim 330,000 10 3,300,000 0.29%
Moh in Al Irah i
3p  Mohammed bin Abdulrahman bin 330,000 10 3,300,000 0.29%
Othman Al - Freih
Abdulmohsin bin Mohammed bin o
33 Abdul-Alrahman Al-Saleh 330,000 10 3,300,000 0.29%
34 Al-Mojel Trading and Construction 330,000 10 3,300,000 0.29%
Company
35 Prince/Saud bin Abdullah Bin 314,284 1 3142843 0.27%
Thunayan Al-Saud
36 Nawaf bin Abdullah bin Ali Al-Fawzan 308,000 10 3,080,000 0.27%
Al llah bin Rashid bin Ibrahi
37  AbdullahbinRashid bin forahim 220,000 10 2,200,000 0.19%
Almnkour
Mohammed bin Abdulrahman bin N
38 Abdullah Al Taweel 220,000 10 2,200,000 0.19%
39 Abdulrahman bin Mohammed bin 220,000 10 2,200,000 019%
Darhoum Al - Athel
Abdullah bin Mohammed bin
O,
40 Abdulaziz Al - Nimr 220,000 10 2,200,000 0.19%
DarM f |
41 ar Mousa Company for real estate 220,000 10 2,200,000 0.19%
and commercial investment
42 Louay Hassan Ali Hamedallah 220,000 10 2,200,000 0.19%
43 Al Khafra Holding Group Company 220,000 10 2,200,000 0.19%
a4 Abdulkareem bin Hamad bin Musaad 165,000 10 1,650,000 014%

Al-Mojel




# shareholder’s name Number of Value of Shares Total Value ownership
Shares percentage
45 Fahd b|rT Abdulrahman bin Mousaed 158,838 10 1,588,378 014%
Al - Sweilem
26 Hessa bII’.ﬂZ Abdulrahman bin Abdullah 146,667 10 1,466,674 013%
Al- Belahid
47 Sarah bint Ibrahim bin Saad bin Said 142,932 10 1,429,318 0.12%
48 Badr Suleiman Hamad Al-Sulaie 137,500 10 1,375,000 0.12%
Princess/ Ferial Bint Abdulrahman o
49 Bin Mousaed Al - Suwailem 131,866 10 1,318,658 0.11%
50 Saleh Abdullah Saleh Al-Henaki 110,000 10 1,700,000 0.10%
51 Bilal Mohammed Azz al-Din Wadid 110,000 10 1100,000 010%
Ragheb
50 Ibrahim Pln Suleiman bin Mohammed 110,000 10 1100,000 010%
Balghanim
53 Bandar bin Mohammed bin Ahmed 104,500 10 1,045,000 0.09%
Al - Bayez
Princess/ Ragia bint Hamed o
54 Mohammed Al - Ahdali 102,144 10 1,021,438 0.09%
Mohammed bin Saleh bin o
55 Abdulrahman Al - Athel 88,000 10 880,000 0.08%
56 Fahd bln. Saleh bin Mohammed Al - 88,000 10 880,000 0.08%
Musbahi
Prince/ Mohammed bin Faisal bin o
57 Abdullah bin Thunayan Al-Saud 78,572 10 785,719 0.07%
58 Hala? .blnt Saad bin Abdullah Al 73.335 10 733,348 0.06%
-Twaijri
Mohammed bin Abdulrahman bin o
59 Abdulaziz ABabtain 55,000 10 550,000 0.05%
Prince/ Turki bin Faisal bin Abdullah o
60 bin Thunayan Al- Saud 55,000 10 550,000 0.05%
61 Kh‘al!d bin Saleh bin Abdulaziz Al - 55,000 10 550,000 0.05%
Rajhi
62 Sa!man bin Saleh bin Abdulaziz Al - 55,000 10 550,000 0.05%
Rajhi
63 Naif bin Saleh bin Abdulaziz Al - Rajhi 55,000 10 550,000 0.05%
64 Taha.nl bint Saleh bin Abdulaziz Al - 55,000 10 550,000 0.05%
Rajhi
Abdulaziz bin Mohammed bin o
65 Abdullah Al - Araifi 55,000 10 550,000 0.05%
66 Abdulrahman bin Ibrahim bin Saleh 55,000 10 550,000 0.05%
Al - Muhanna
67 Abd.ulrahman bin Abdulaziz Saad bin 52,250 10 522,500 0.05%
Nafisah
68 Hisham bin Abdullah bin Mohammed 29,615 10 296,153 0.03%
Al - Hageel
69 Yasser bin Abdullah bin Mohammed 29,615 10 296153 0.03%

Al - Hageel




# shareholder’s name Number of Value of Shares Total Value ownership
Shares percentage

Husam bin Abdullah bin Mohammed

70 29,615 10 296,153 0.03%
Al - Hageel

71 Mohammed bin Abdullah bin 20,615 10 296,153 0.03%
Mohammed al - Haqgeel

72 Fahad bin Abdullah bin Mohammed 29,615 10 296,153 0.03%
Al - Hageel
Abdulaziz bin Abdullah bin o

73 Mohammed Al - Hageel 29,615 10 296,153 0.03%

74 Halthtam bin Moeen bin Jameel Al- 27500 10 275,000 0.02%
Sarraj

75 AI-Bandarll Bint Bader bin Mohammed 27500 10 275,000 0.02%
Al-Abdulajbar

76 Osama bin Abdulaziz bin Abdullah 27500 10 275,000 0.02%
AlMubark

77 Ziyad bin Abdulaziz bin Abdullah 27500 10 275,000 0.02%
AlMubark

78 Mazin bin Abdulaziz bin Abdullah 27500 10 275,000 0.02%
AlMubark

79 Majed bin Abdulaziz bin Abdullah 27500 10 275,000 0.02%
AlMubark

80 Ahmed bin Ibrahim bin Mohammed 22,000 10 220,000 0.02%
Al-Shabana

81 Saud bin Abdullah bin Fahad Al-Joufan 22,000 10 220,000 0.02%

Thamer bin Mohammed bin .
82 Abdulrahman bin Muammar 22,000 10 220,000 0.02%

Tariq bin Saleh bin Hamoud Al -

83 22,000 10 220,000 0.02%
Safeer

84 Abdulaziz bin Abdullah bin abdulaziz 22,000 10 220,000 0.02%
Al - Muhareb

Thamer bin Abdulrahman bin o
85 Abdullah Al - Askar 22,000 10 220,000 0.02%

Mohammed bin Saad bin Mohammed

0,
86 Al - Haghani 22,000 10 220,000 0.02%
87 Shar‘r?a?a bint Mohammed bin Yusuf Al 22,000 10 220,000 0.02%
Shanifi
a8 Eb.ta.haj bint Saleh bin Abdulaziz Al - 19,250 10 192,500 0.02%
Rajhi
M ira Bint Abdullah bi
go  MouniraBint Abdullah bin 14,808 10 148,082 0.01%

Mohammed Al - Hageel

Total 115,500,000 1,155,000,000 100%

Source: The Company.




Below is an overview of FALCOM Holding shareholders:

4.81.1 United Trading Company Ltd.

United Trading Company Ltd. is a Saudi limited liability company registered under No. 1010006658 on 28/02/1393H
(corresponding to 02/04/1973G), and its headquarters are located in Riyadh. The copany’s share capital is four million
Saudi Riyals (SAR 4,000,000) divided into four thousand (4,000) cash shares with a value of one thousand Saudi Riyals
(SAR 1,000) per share.

The company’s main activities as reflected in its article of association are real estate, professional, technical and
construction activities.

Table 37: Shareholders in United Trading Company Ltd.

shareholder’s name NLS'T::::SOf Vsar::?ec;f Total Value ;g(r:]:r:igig‘je
Prince/ Saud bin Fahd bin Abdulaziz Al-Saud 1,250,000 1,000 3,800,000 95%
Princess/ Madawy bint Mosaed bin Abdulaziz Al-Saud 1,000,000 1,000 200,000 5%
Total 4,000 4,000,000 100%

4.8.2 Al Fahad Company for Trading, Industry and Contracting

Al Fahad Company for Trading, Industry and Contracting is a closed Saudi joint stock company with the commercial register
no. 1128000011 dated 03/05/1388H (corresponding to 28/07/1968G). Its head office is located in Enaizah, Ben Harkan
Street, opposite the roundabout from the South, P. O. Box: 354, Riyadh 51911 - Kingdom of Saudi Arabia. Its current capital
is SAR 100,000,000 divided into 10,000,000 ordinary shares with a nominal value of ten (10) riyals per share.

The main activities of Al Fahad Company for Trading, Industry and Contracting, as stated in the company’s article of
association are general contracting, wholesale and retail trade in heavy equipment and transport vehicles. The key role of
Al Fahad Company for Trading, Industry and Contracting as at the date of this Prospectus is to operate as a Saudi closed
joint stock company owning one million nine hundred sixty six thousand and eight hundred and thirty four Saudi Riyals
(SAR 1,966,834) shares in the Company (representing 1.96% of its capital).

Table 38: Shareholders in Al Fahad Company for Trading, Industry and Contracting

Name of Shareholder ng;::ree':f ?lgﬁlr: Total Value o?g\(;/ir;z%\iep
Fahad Abdulaziz Fahad Al Saeed 1,250,000 10 12,500,000 12.50%
Mohammad Abdulaziz Fahad Al Saeed 1,000,000 10 1,000,000 10.00%
Abdullah Fahad Abdulaziz Al Saeed 250,000 10 2,500,000 2.5%
Yousef Fahad Abdulaziz Al Saeed 250,000 10 2,500,000 2.5%
Ahmed Fahad Abdulaziz Al Saeed 250,000 10 2,500,000 2.5%
Abdulaziz Mohammad Abdulaziz Al Saeed 200,000 10 200,000 2.0%
Abdulaziz Khaled Abdulaziz Fahad Al Saeed 200,000 10 200,000 2.0%
Fahd bin Abdulaziz Fahd Al-Saeed 200,000 10 2,000,000 2.0%
Badr Mohammad Abdulaziz Al-Saeed 200,000 10 2,000,000 2.0%
Rayan bin Mohammed bin Abdulaziz Al-Saeed 200,000 10 2,000,000 2.0%
Faisal bin Mohammed bin Abdulaziz Al-Saeed 200,000 10 2,000,000 2.0%
Abdulaziz bin Abdulrahman Abdulaziz Al-Saeed 239,164 10 2,391,640 2.39%

Mohammed bin Abdulrahman Abdulaziz Al Saeed 239,164 10 2,391,640 2.39%




Name of Shareholder ng;::ree':f 32;?:: Total Value ol:g\(/:v?\r:ti%\iep

Nawwaf bin Abdulrahman Abdulaziz Al-Saeed 239,164 10 2,391,640 2.39%
Faisal bin Abdulrahman Abdulaziz Al-Saeed 239,164 10 2,391,640 2.39%
Nahar bin Abdulrahman Abdulaziz Al Saeed 239,164 10 2,391,640 2.39%
Nomas bin Abdulrahman Abdulaziz Al-Saeed 239,164 10 2,391,640 2.39%
Abdulrahman bin Abdulrahman Abdulaziz Al Saeed 239,164 10 2,391,640 2.39%
Abdulaziz bin Khalid Abdulaziz Al-Saeed 600,000 10 6,000,000 6.00%
Munira bint Muhammad Abdul Karim al-Harkan 233,400 10 2,334,000 2.33%
Khadija Bint Ali Abdullah Al-Duwaihis 133,300 10 1,333,000 1.33%
Salma bint Mohammed Abdullah Al Yahya 170,830 10 1,708,300 1.71%

Moudi Bint Mohammed Salem Al-Othman 170,830 10 1,708,300 1.71%

Fahda bint Mohammed Fahad Al-Khaled 300,000 10 3,000,000 3.00%
Hessa bint Fahd bin Abdulaziz Al-Saeed 125,000 10 1,250,000 1.25%
Hana bint Fahd bint Abdulaziz Al-Saeed 125,000 10 1,250,000 1.25%
Hanadi bint Fahd bin Abdulaziz Al-Saeed 125,000 10 1,250,000 1.25%
Hinaida bint Fahd bin Abdulaziz Al-Saeed 125,000 10 1,250,000 1.25%
Wafa bint Muhammad bin Abdulaziz Al-Saeed 100,000 10 1,000,000 1.00%
Naseem bint Mohammed bin Abdulaziz Al-Saeed 100,000 10 1,000,000 1.00%
Irm bint Mohammed bin Abdulaziz Al-Saeed 100,000 10 1,000,000 1.00%
Aryaf bint Mohammed bin Abdulaziz Al-Saeed 100,000 10 1,000,000 1.00%
Taghreed Bint Abdulrahman bin Abdulaziz Al Saeed 119,582 10 1,195,820 1.20%
Bayan bint Abdulrahman bin Abdulaziz Al-Saeed 119,582 10 1,195,820 1.20%
Malak bint Abdulrahman bin Abdulaziz Al-Saeed 119,582 10 1,195,820 1.20%
Haya bint Abdulrahman bin Abdulaziz Al-Saeed 119,582 10 1,195,820 1.20%
Raghad bint Abdulrahman bin Abdulaziz Al Saeed 119,582 10 1,195,820 1.20%
Rose bint Abdulrahman bin Abdulaziz Al-Saeed 119,582 10 1,195,820 1.20%
Reem bint Khalid bin Abdulaziz Al-Saeed 300,000 10 3,000,000 3.00%
Raneem bint Khalid bin Abdulaziz Al-Saeed 300,000 10 3,000,000 3.00%
Atheer bint Khalid bin Abdulaziz Al-Saeed 300,000 10 3,000,000 3.00%
Total 10,000,000 100,000,000 100%

Source: The Company.




49 Employees

As at 27/05/1442H (corresponding to 11/01/2021G) and according to the certificate of the General Organization for Social
Insurance (“GOSI”) No. (36135915), the Company had 395 employees, of whom 355 were Saudi-nationals (89.9%) and 40
non-Saudi-nationals (10.1%). This is in addition to 140 employees who are outsourced by a number of human resources
companies.

The Ministry of Human Resources and Social Development certificate number 20002107001538, dated 26/111442H
(corresponding to 06/072021G), indicates that the Company has achieved the required nationalization (Saudization)
percentages. According to Nitagat website, the Company is within the range of platinum.

The following tables indicate the number of employees and the percentage of Saudization and distribution to the
Company’s departments as at 31 December 2018G, 2019G and 2020G.

Table 39: Number of the Company’s employees as at 31 December 2018G, 2019G, 2020G and May 2021G.

Number 2018G 2019G 2020G May 2021G
of Em-

Percent- Percent-
ployees Number age Number Percentage Number Percentage Number age
Saudis 339 88.3% 370 90.2% 359 91.3% 353 90,05%

Non

) 45 1.7% 40 9.8% 34 8.7% 39 9.5%
Saudis
Total 384 100% 410 100% 393 100% 392 100%

Source: The Company

Table 40: Number of the Company’s employees divided on departments as at 31 December 2018G,

2019G, and 2020G.
2018G 2019G 2020G
Management Saudis S:Sgis Total Saudis S:Sgis Total  Saudis S’:Sgis Total
Finance and Treasury 14 4 18 17 7 24 12 4 16
Credit 36 2 38 44 1 45 43 1 44
Marketing and Sales 129 16 145 129 12 141 143 12 155
Human Resources 9 1 10 9 1 10 8 1 9
Operations 22 1 23 21 1 22 19 1 20
Information Technology 7 3 10 8 3 1 8 2 10
Srr:Z :'Ipi?sizq f(iar:}I :r';r:in g ! ° ! 4 0 4 ° 0 °
?iri:ii:igstrative and 6 2 s 6 2 3 6 1 7
Customer Care 50 2 52 69 1 70 61 2 63
Collection 54 10 64 47 8 55 37 6 43
Credit cards 1 1 2 6 1 7 5 2 7
Reconciliation,
compliance and Anti- 5 0 5 5 0 5 4 0 4
Money Laundry
Internal Audit 0 0 0 0 0 0 0 0 0

Risk 3 1 4 3 1 4 3 1 4




2018G 2019G 2020G

Management Saudis S:l:)cr;is Total Saudis Sgl.(l)(;lis Total Saudis S':;ll.?gis Total
Higher Management 2 2 4 2 2 4 2 1 3
Fintech 0 0 0 0 0 0 2 0 2
Cyber-security 0 0 0 0 0 0 1 0 1
Total 339 45 384 370 40 410 359 34 393

The Company hired (KPMG) to do the whole internal audit.

410 Saudization

The “Nitagat” Saudization program was approved pursuant to Decision No. 4040 of the Minister of Labor on 12/10/1432H
(corresponding to 10/09/2011G), pursuant to Resolution No. 50 of the Council of Ministers dated 21/05/1415H
(corresponding to 27/10/1994G), and enforced as of 12/10/1432H (corresponding to 10/09/2011G). The Ministry of Human
Resources and Social Development has launched the “Nitagat” program to encourage institutions to hire Saudis and
to assess their performance according to certain categories, namely: Platinum, Green (High Green, Mid Green, Low
Green), Yellow and Red. Enterprises classified as Green or Platinum represent those which are fulfilling the Saudization
requirements and will receive specified benefits, such as enabling them to obtain and renew work visas for foreign
employees or to enable them to change the profession of foreign personnel (except for professions reserved solely for
Saudi nationals). On the other hand, enterprises classified as Red or Yellow (depending on the extent of non-compliance
of these institutions) are deemed non-compliant with Saudization and will be subject to various sanctions against it, such
as limiting their ability to renew work visas for foreign employees or not fully enabling them to obtain or renew work visas
for foreign employees.

The Company is committed to employ Saudi nationals for the various jobs there at to maintain the applicable Saudization
percentage, because companies and institutions of the private sector operating in the Kingdom, including the Company,
are required to employ and retain a certain number of Saudi citizens.

New Saudi employees are given on-the-job training by the Company and, sometimes, training classes, to ensure the
Company successfully attracts and retains qualified employees. This challenge may pose a risk of inability to continuously
comply with the Saudization policies.

Table 41: Ratios of Saudization in the Company as at 31 December 2018G, 2019G, and 2020G
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Source: The Company.

The Ministry of Human Resources and Social Development classifies the Company as an entity operating in the financial
services category.




5- Organisational Structure and Governance of the Company

5.1 Management of the Company

The Board of Directors is responsible for the overall supervision and monitoring of the Company’s business. The CEO and
Managing Director manage the Company’s general day-to-day business in accordance with the powers granted thereto
by the Board of Directors.

5.2  Organisational Structure of the Company

Figure 33: Organisational Structure of the Company
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Table 42: Company’s ownership structure pre- and post-offering

Pre-Offering Post-Offering

No
Shareholder
Number of Shares
Total Nominal
Value (SAR)
Direct Ownership
Percentage**
Indirect Ownership
Percentage
Number of Shares*
Total Nominal
Value (SAR)
Direct Ownership
Percentage**
Indirect Ownership
Percentage

FALCOM
1. Holding 73,854,638 738,546,380 73.855% - 48,005,515 480,055,150 48.006%
Company

Saud
2. ':a”r‘g’}'ze' 7866128 78,661,280  7.866% . 5112,983 51,129,830  5.113%

Dosari

Abdulaziz
3.  Saud Omar Al 7,252,249 72,522,490 7.252% - 4,713,962 47139,620 4.714%
Blehed

Mohammad
4. Al 4,539,566 45,395,660 4.54% - 2,950,718 29,507,180 2.951%
Mohammad

Al Hokal

Abdulmohsen
5, m‘i‘;'gl\”:a” 2433959 24,339,500 2.434% 0.801% 1,582,073 15820730  1.582%  0,520%

Sowailem***

Al Fahd
Company
6. forTrading, 1,966,834 19,668,340 1.967% - 1,278,441 12,784,410 1.278%
Industry and
Contracting

Saad Ali
7. Sulaim Al 1,475,134 14,751,340 1.475% - 958,837 9,588,370 0.959%
Qahtani

Noura Talal
8. Khalil Al 172,933 1,729,330 0.173% - 112,406 1,124,060 0.112%
Muhaid

Hussain
Mohammad

9. 169,922 1,699,220 0.170% - 110,450 1,104,500 0.110%
Salem Al

Shakrah

Sultan Shweit
10. Wagqain Al 81,132 811,320 0.081% - 52,736 527,360 0.053%
Otaibi

Turki Naser
H

1y, Hamad 56,792 567,920  0.057% - 36,915 369150  0.037%
Al Saad Al

Qahtani
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Turki
Sulei
12. s:|§|hn:;n 56,792 567,920  0.057% . 36,915 369150  0.037% -
Obaid
Ahmed
13.  Ibrahim Farie 48,680 486,800  0.048% - 31,642 316,420  0.032% -
Hamli
Ayman Ahmed
14. AbdulkarimAl 25,241 252410  0.025% - 16,407 164,070  0.016% -
Zayer
15.  Public - - . 35,000,000 350,000,000 35.00%
Total 100,000,000 1,000,000,000  100% 100,000,000 1,000,000,000 100%

*  The resulting fractions of shares after the offering were distributed to the shareholders in the manner shown in the table.
**  The above-mentioned ownership percentages are approximate percentages.

*** The indirect ownership of Board Member Abdulmohsen Abdulrahman Musaed Al Swailem results from his direct ownership of 1.08%
of FALCOM Holding Company, which in turn owns 73.855% of Nayifat Finance Company.

5.3 Board of Directors and Board Secretary

The Company is managed by a Board composed of nine (9) Directors appointed by the General Assembly by cumulative
vote for a term not exceeding three (3) years, after meeting SAMA's eligibility requirements and obtaining a non-objection
letter from SAMA. The duties and responsibilities of the Board are set out under the Companies Law, the Corporate
Governance Regulations and the Company's Bylaws and Internal Governance Regulations.

The current Board is composed of nine (9) Directors, of whom eight (8) are non-executive Directors and three (3) are
independent Directors. Pursuant to the General Assembly Resolution dated 25/01/1441H (corresponding to 24/09/2019G),
the current three (3) year tenure of the Directors began on 26/01/1441H (corresponding to 25/09/2019G) and will end on
27/02/1444H (corresponding to 24/09/2022G).

The Board is mainly responsible for supervising the Company’s affairs in order to preserve the interests of its Shareholders
and strike a balance between the relevant stakeholders, such as the Company’s clients, employees and suppliers. The
Board reviews the development and implementation of strategies, the selection of the Chairman, CEO and Senior
Executives and monitors their performance, determines their remuneration, and ensures transparent communication
and disclosure of financial and non-financial information.

Under Chapter 2, Articles 21 to 26 of the Corporate Governance Regulations issued by the CMA, and without prejudice to
the powers vested in the General Assembly, the Board has all necessary powers to manage the Company. The Board has
the power to form any number of committees it deems necessary to carry out the functions pertaining to governance,
oversight and efficient management of the Company's operations, and may delegate some of its powers to one or more
directors or to third parties, but it may not issue a general or open-ended delegation.

The Board relies on the Board Manual that sets out in detail the role, responsibilities and duties of the Board of Directors.
The Board Manual as well as the Company’s Bylaws, set out the Company’s corporate governance authorities and
practices.This Manual has been carefully prepared in conformity with the Company’'s Bylaws, SAMA regulations, the
Saudi Companies Law, the Corporate Governance Regulations issued by the CMA and leading international practices.




The following table shows the Directors as at the date of this Prospectus:

Table 43: Current Directors

Direct Ownership'

Indirect

Nation-  Membership o) Qunership’ () Pate of
Name Title . Pre- Post- Appoint-
alit Status re . -Of- ost
Y Offer-  Fost  PreOf e ment?
. Offering fering .
ing ing

Saud
H imel hai f Non-

pame Chairman of g o 7866%  5113% : - 25/09/2019G
Farraj Al the Board executive
Dosari
Abdulaziz Non-
Saud Omar Al Vice Chairman Saudi executive 7.252% 4.714% - - 25/09/2019G
Blehed
Saleh Nasser Executive/
Sulaiman Al Director Saudi Independent - - - - 25/09/2019G
Omair P
Fahd bin
Saleh bi . . Non-
Mz‘;am';e g Director Saudi exe:u”tive - - 0.056% 0.037% 25/09/2019G
Al Musbahi®
Mohammed
bin Ali bin . )
Mohammed Director Saudi Independent  4.540% 2.951% - - 09/08/2021G
Al Hokal
2333:23:::: Director / CEO
Musaed Al / Managing Saudi Executive 2.434% 1.582% 0.801% 0.520% 25/09/2019G

. Director

Sowailem?
Bandar bin
Moh d ) ) Non-
bi: AiTﬂZg N Director Saudi exe:urlive : : 0.067% 0.043% 25/09/2019G
Bayez*
Atta Hamad Non-
Mohammed Director Saudi executive - - - - 25/09/2019G
Al Bayouk
Mohammed
Taher Abdul
KZriT; Atl)du Director Jordanian Independent - - - - 25/09/2019G
Lawzi

Source: The Company

1. Direct and indirect ownership percentages are rounded.

2. Dates listed in this table are the dates of appointment to the current positions in the Board. The biographies of the Directors in Section
5.5 (“Biographies of the Directors and the Secretary”) describe the dates of their appointment, whether to the Board of Directors or to
any other position.

3. The indirect ownership of Abdulmohsen Abdulrahman Musaed Al Sowailem, a Director, results from his 1.08% direct shareholding in
FALCOM Holding Company which owns 73.855% of the Company.

4. Theindirect ownership of Bandar bin Mohammed bin Ahmed Al Bayez, a Director, results from his 0.09% direct shareholding in FALCOM
Holding Company which owns 73.855% of the Company.

5. Theindirect ownership of Fahd bin Saleh bin Mohammed Al Musbahi, a Director, results from his 0.08% direct shareholding in FALCOM
Holding Company which owns 73.855% of the Company.




5.4

Board Responsibilities

Following is a summary of the duties and responsibilities of the Board, Chairman, Directors and Secretary:

5.4

Board of Directors

The Board'’s responsibilities include:

defining the Company’s vision and values, ensuring that they are achieved and complied with, and providing
guidance on how the Company will implement that vision;

approving the Company'’s main objectives and strategic plans, supervising theirimplementation, and monitoring
the Company's performance and workflow through regular meetings held during the year;

adopting long-term business plans;
ensuring clear accountability and effective communication within the Company;
creating a positive work environment;

determining the most appropriate capital structure for the Company, the Company’s strategies and financial
objectives and approving the Company's annual budgets;

annually reviewing the Chairman's performance to ensure that the Chairman provides the best leadership for the
Company in both the long-term and short term;

appointing and determining remuneration and term of employment of the Secretary, based on the
recommendation of the Chairman and in accordance with Article 22 of the Company’s Bylaws;

following-up with the Management to ensure that all assets are efficiently and effectively managed, and that the
capital is properly utilised, in order to maintain the long-term viability of the Company and its assets;

overseeing the Company’s main capital expenses and the acquisition and disposal of assets;
periodically reviewing and approving the organisational and functional structure of the Company;
monitoring the overall performance of the Company;

ensuring that the Company abides by the applicable laws and regulations, accounting standards, and other
matters relating to the Company'’s business;

ensuring compliance with the Company’s Governance Manual, as well as with the Company’s policies and
procedures;

ensuring that the Company fulfills its continuing obligation to disclose material information to Shareholders and
other related parties;

ensuring the soundness of financial and accounting procedures, including reporting procedures;

with the exception of the Audit Committee and the Shariah Committee, forming Board committees with specific
competences and approving their charters, appointing their members, and reviewing their performance;

reviewing joint venture agreements, cooperation agreements, distribution or agency agreements, or any other
material agreements;

examining and discussing the implications of any material lawsuit filed by or against the Company;
reviewing any material judicial order or notice received from regulators;

reviewing any default by the Company on debt service using assets or profits, including penalties for late
payments and other receivables; and

reviewing any potential public or product liability claims against the Company related to public responsibility or
product liability, including any court judgment that may adversely affect the Company.

Remuneration of Directors

Each Director shall, as determined by the Ordinary General Assembly, receive annual remuneration of three hundred
thousand Saudi Riyals (SAR 300,000), provided that the total remuneration received by a Director annually not exceed
five hundred thousand Saudi Riyals (SAR 500,000). The Chairman or Directors may not vote on resolutions related to
their remuneration or contracts, nor submit a proposal in which they have a financial interest. In addition, the Directors
and senior officials may not borrow from the Company.




Service Contracts with Directors

Except for the employment contract with the CEO and Managing Director, Abdulmohsen Abdulrahman Musaed Al
Sowailem, no service or employment contracts have been entered into between any of the Directors and the Company.

5.4.2 Chairman of the Board

The responsibilities of the Chairman include:

e |eadingthe Board of Directors and ensuring its successful performance of its full responsibilities to the Company;
e calling and chairing meetings of the Board and General Assembly;

e representing the Company in its relationships with third parties, including: all government entities, the private
sector, Shariah courts, judicial authorities, the Board of Grievances, and all judicial committees inside and
outside the Kingdom;

e promoting a culture in the boardroom that supports constructive criticism and alternative views on the issues
under consideration and encouraging discussion and voting on these issues;

e ensuring that both the Directors and the Shareholders receive adequate and timely information;
® ensuring that minutes of meetings include the resolutions adopted therein;
® ensuring that the Board effectively discusses all fundamental issues in due course;

e ensuring that there are actual communication channels with shareholders and conveying their opinions to the
Board;

e ensuring that Directors disclose their businesses and any conflict of interest in any matter discussed in Board
meetings;

e notifying the Ordinary General Assembly of the businesses and contracts in which any Director has direct or
indirect interest; and

e creating a positive working relationship between the Company’s Board of Directors and Executive Management.
The Chairman is the main point of contact between the Company’s Board of Directors and Executive
Management, and the Board of Directors must select its chairman based on his competence, achievements and
track record as a leader.

Pursuant to Article 22 of the Company’s Bylaws, if the Chairman is unable to fulfill his responsibilities and perform his
duties for any reason related to force majeure, the Vice Chairman may temporarily assume his duties.

The current Chairman of the Company is Saud Huwaimel Farraj Al Dosari, who has chaired the Company’s Board of
Directors since the Company was converted into a closed joint stock company on 29/11/1430H (corresponding to
17/11/2009G). He was elected and appointed by the Ordinary General Assembly of Shareholders for the current session
on 24/09/2019G. For a summary of his biography, see Subsection 5.5 (“Biographies of the Directors and the Secretary”).

Remuneration of the Chairman

The annual remuneration of the Chairman and all Directors is determined by the Company’s General Assembly, provided
that this remuneration not exceed five hundred thousand Saudi Riyals (SAR 500,000).

Chairman Tenure

Pursuant to the Company’s Bylaws and General Assembly resolution, the current tenure of the Chairman is three (3)
years, with the current session beginning on 25/09/2019G and ending on 24/09/2022G.

5.4.3 Board Secretary

The responsibilities of the Secretary include:

e Managingalladministrative, technical, and logistic affairs related to meetings of the Board and General Assembly;

e Retaining all Board documents, including notes, meeting minutes, resolutions and correspondence, and
notifying the Company'’s stakeholders of the Board’s resolutions and directives;

® Managing and coordinating the agendas of the meetings of the Board and Board committees;




® Ensuring, at the beginning of each meeting, that the quorum is met, and providing the Chairman with the names
of the Directors absent and the reasons for their absence, if any;

e Documenting Board meetings and preparing minutes thereof, which shall include the discussions and
deliberations that took place during such meetings, as well as the place, date and time of such meetings;

e Recording Board resolutions and voting results and keeping them in a special organised register;

e Submitting the draft minutes to the Directors for their opinion thereon prior to signing them;

e Ensuring that the Directors comply with the procedures and rules that apply to the Board;

® Notifying the Directors of the dates of Board meetings a sufficient time prior to the date set for the meeting;
e Coordinating among the Directors;

e Managing the disclosure register of the Board and Executive Management;

® Providing assistance and advice to the Directors; and

The Secretary may only be dismissed pursuant to a decision from the Board.

The Company’s current Board Secretary is Hussain Mohammad Salem Al Shakrah, who was appointed on 25/09/2019G.
For a summary of his biography, see Subsection 5.5 (“Biographies of the Directors and the Secretary”).

Except as disclosed in the Sub- section 12.11 “Related Party Transactions” of SSection 12 (“Legal Information”) of this
Prospectus, the Directors and Secretary confirm that neither they nor their relatives have any interest in any effective/
anticipated agreement or contract as at the date this Prospectus was submitted.

5.5 Biographies of the Directors and the Secretary

Following is a summary of the biographies of the Directors and the Secretary:

Saud Huwaimel Farraj Al Dosari

Age 63 years
Nationality Saudi
Board Position Chairman of the Board of Directors

Appointment Dae  25/09/2019G

Academic Bachelor’s degree in Business Economics, Woodbury University, USA, 1979G
Qualifications MBA, University of La Verne, USA, 1983G
e 2009G-present, Chairman of the Board of Directors, Nayifat Financing Company
Current Positions e 2016G-present, Director, Gulf Integrated Industries Co., a closed joint stock company operating
in plastic industries.
e 2002G-2010G, General Manager, Nayifat Financing Company

® 1999G-2000G, Deputy General Manager, Arab National Bank, a joint stock company operating in
banking services
® 1991G-1999G, General Director of Credit Card Department and Chairman of the Steering
Committee on Measurement for Cards in Asia and the Middle East, Samba Financial Group, a
joint stock company operating in banking services
Past Professional e 1988G-1991G, Director of VIP and Retail Segment, Samba Financial Group, a joint stock
Experience company operating in banking services
® 1986G-1988G, Director of the Central Province Branches, Samba Financial Group, a joint stock
company operating in banking services
e 1984G-1986G, Director of Al-Kharj Branch Department, Samba Financial Group, a joint stock
company operating in banking services
e 1980G-1982G, Supervisor of the Shares Department, Samba Financial Group, a joint stock
company operating in banking services




Abdulaziz Saud Omar Al Blehed

Age
Nationality
Board Position

Appointment Date

Academic
Quialifications

Current Positions

Past Professional
Experience

62 years

Saudi

Vice Chairman

25/09/2019G

Bachelor’s degree in Industrial Management, University of Oregon, USA, 1981G

1981G-present, CEO and Founding Partner Seder Group for Trading & Contracting, a limited
liability company operating in general contracting

2009G-present, Vice Chairman, Nayifat Financing Company

2016G-present, Director, Gulf Integrated Industries Co., a closed joint stock company
operating in plastic industries

2018G-present, Director, Integrated Lanes, a closed joint stock company operating in car
rental

2010G-2016G, Director, Al Ahlia for Cooperative Insurance, a joint stock company operating in
insurance

Saleh Nasser Sulaiman Al Omair

Age
Nationality
Board Position

Appointment Date

Academic

Qualifications

Current Positions

Past Professional
Experience

61years

Saudi

Director

25/09/2019G

Master’s degree in Change Management, Swansea University, Wales, United Kingdom, 2010G
BBA, University of South Florida, USA, 1981G

American Fellowship in Medical Insurance, Health Insurance Association of America (HIAA),
USA, 2000G

Certificate of Professional Competence in General Insurance, Chartered Insurance Institute
(ClIl), United Kingdom, 1994G

2016G-present, Director, Nayifat Finance Company

2020G-present, Member of Investment Funds Board, FALCOM Financial Company, a closed
joint stock company operating in financial and investment services

2017G-2019G, Director and Chairman of the Risk Committee at United Insurance Company, a
public joint stock company operating in insurance

2010G-2013G, Director and Chairman of the Executive Committee at Najm for Insurance
Services, a closed joint stock company operating in management activities related to insured
car accidents.

2011G-2013G, CEO and Member of the Investment Committee at Amana Cooperative
Insurance, a joint-stock company operating in insurance.

2006G-2010G, CEO, Solidarity Saudi Takaful Company, a public joint stock company operating
in insurance.

1993G-2006G, Vice Chairman, Tawuniya Insurance Company, a public joint stock company
operating in insurance.

1982G-1990G, Director of Strategic Training and Human Resources, STC, a public joint stock
company operating in telecommunications services.




Fahd bin Saleh bin Mohammed Al Musbahi

Age

Nationality

Board Position
Appointment Date

Academic
Quialifications

Current Positions

Past Professional
Experience

56 years

Saudi

Director

25/09/2019G

Bachelor’s degree in Accounting, King Saud University, KSA, 1987G
Member, Saudi Organization for Accountants and Auditors(SOCPA), KSA, 1992G

2007G-present, Chairman of SaudiMed Investment Company (SaudiMed), a closed joint
stock company operating in financial services.

2013G-present, Director, Nayifat Finance Company.

2014G-present, Partnerin Al Bahr Alimutawasset Group Insurance Brokers Company, a
limited liability company operating in insurance brokerage.

2014G-present, Chairman of Al Bahr Aimutawasset Group Insurance Brokers Company, a
limited liability company operating in insurance brokerage.

2016G-present, Owner of Integrated Solutions for Information Technology, a limited liability
company operating in information technology.

2016G-present, Partner in Building Masters for Plastic Orders and Products, a limited liability
company operating in the manufacturing of wooden pallets.

2016G-present, Chairman of Gulf Integrated Industries Co., a closed joint stock company
operating in plastic industries.

2017G-present, Chairman of Integrated Lanes, a closed joint stock company operating in car
rental.

2018G -present, Partner in Global Energy Integration Company, a limited liability company
operating in energy solutions

2018G -present, Partner in Global Integration Company for Trade, a limited liability company
operating in food, medical devices and equipment.

2019G-present, Partner in International Integrated Contracting Company, a limited liability
company operating in contracting.

2019G -present, Partner in Global Integrated Vehicle Steering Company, a limited liability
company operating in vehicle steering.

2019G -present, Partner in Al Takamiliah Company for Car Maintenance, a limited liability
company operating in vehicle maintenance.

2020G -present, Partner in Smart Commercial Vehicles Company, a limited liability company
operating in wholesale and retail.

2020G-present, Partner in Takamol Al-Shifa Medical Company, a limited liability company
operating in treatment and psychological rehabilitation centers.

1988G-2017G, Senior Consultant, Saudi Oger, a limited liability company operating in
contracting

2010G-2015G, Director, Filling and Packaging Material Manufacturing Company (FIPCO), a
joint stock company operating in packaging

2010G-2013G, Director, Amana Cooperative Insurance, a joint stock company operating in
insurance

2005-2018G, Director, Oger Telecom Saudi Arabia, a limited liability company operating in
telecommunications




Mohamed Ben Ali Ben Mohamed Al Hawkl, Director

Age 58
Nationality Saudi
Board Position Director

Appointment Date 09/08/2021G

Academic °
Qualifications .
[ ]
[ ]
[ ]
[ ]
[ ]
Current Positions °

Master’s degree in Finance and Marketing, University of Wisconsin, USA,1989G.
BBA, Concordia University, Oregon, USA,1985G, 2009G.

High School, Scientific Section, King Faisal High School, Riyadh, Kingdom of Saudi
Arabia,1977G.

2021G-present, Director, Nayifat Finance Company

2018G-present, Director and Chairman of the Audit Committee, Raza Company, a limited
liability company operating in real estate investments.

2020G - present, Director and Chairman of the Audit Committee, Al Rajhi International
Investment Company, a closed joint stock company operating in agricultural and industrial
investment.

2020G - present: Director and Consultant to the Board of Directors, Al Bawardi Holding
Group, a closed joint stock company operating in investment.

2021G- present, Consultant, Kwara Holding Company, a closed joint stock company
operating investment.

2021G- present, Director, Bena Steel Industries Company, a closed joint stock company
operating in iron manufacturing industries.

2019G- present, Consultant to the Board of Directors, ARGI Fleming Company, a limited
liability company operating in financial and investment consultancy.

2004G - present, Partner, United Company for Processed Lubricating Oils (Unilop), a closed
joint stock company operating in refining and refining burnt oils.

2010G- present, Partner, Green Solutions Company, a limited liability company operating in
trade.

2007 - 2016G, General Manager, Regional Director, Central Region, Corporate Banking
Group, Samba Financial Group, a public joint stock company operating in the banking
services sector.

Abdulmohsen Abdulrahman Musaed Al Sowailem

Age 50 years
Nationality Saudi
Board Position Director, CEO and Managing Director

Appointment Date 25/09/2019G

L]
Academic
Qualifications

BBA, King Saud University, KSA, 1992G
Financial Advisor, Ministry of Commerce License No. 130, KSA, 2003G
Administrative Advisor, Ministry of Commerce License No. 245, KSA, 1997G




Abdulmohsen Abdulrahman Musaed Al Sowailem

Current Positions

Past Professional
Experience

2006G-present, Director, FALCOM Financial Company, a closed joint stock company
operating in financial services

2013G-present, Director, Nayifat Finance Company
2014G-present, CEO and Managing Director of Nayifat Finance Company

2014G-present, Partner in FAL Insurance and Reinsurance Brokerage, a limited liability
company operating in insurance brokerage

2016G-present, Director, Gulf Integrated Industries Co., a joint stock company operating in
plastic industries.

2016G-present, Director, Integrated Lanes, a closed joint stock company operating in car
rental

2017G-present, Director, FALCOM Holding Company, a closed joint stock company operating
in investment

2018G-present, Partner in Integral International Trading Company, a closed joint stock
company operating in medical devices and equipment

2018G -present, Partner in the Building Masters for Plastic Orders and Products, a limited
liability company operating in the manufacturing of wooden pallets.

2018G -present, Partner in Global Energy Integration Company, a limited liability company
operating in energy solutions.

2018G -present, Partner in Global Integration Company for Trade, a limited liability company
operating in food and medical equipment.

2019G -present, Partner un Al Takamiliah Contracting Company, a limited liability company
operating in contracting.

2019G- present, Partner in Al Takamiliah Company for Car Maintenance, a limited liability
company operating in car maintenance

2020G- present, Partner in Smart Commercial Vehicles Company, a limited liability company
operating in wholesale and retail

2010G-2014G, CEO, Warehousing & Logistics Services Company, a closed joint stock
company operating in logistics services

2010G-2016G, Director, Saudi Ceramics, a joint stock company operating in ceramics
2010G-2016G, Director, Filling and Packaging Material Manufacturing Company (FIPCO), a
joint stock company operating in packaging

2008G-2020G, Director, Warehousing & Logistics Services Company, a closed joint stock
company operating in logistics services

2009G-2012G, Director, Arabian Pipes Company, a joint stock company operating in the
pipelines industry

2003G-2005G, Director of the Marketing Department and Segment Strategy in Business
Development, Al Rajhi Bank, a joint stock company operating in banking services
1999G-2003G, Head of Marketing Department, Arab National Bank, a joint stock company
operating in banking services

1993G-1999G, Senior Manager, Saudi American Bank (currently Samba Financial Group), a
joint stock company operating in banking services




Bandar bin Mohammed bin Ahmed Al Bayez

Age 41years
Nationality Saudi
Board Position Director

Appointment Date 25/09/2019

Academic
Quialifications

Current Positions

Past Professional
Experience .

Bachelor’s degree in Accounting, King Saud University, KSA, 2001G

2013G-present, Director, Nayifat Finance Company

2014G-present, Director of Operations Department, FALCOM Financial Services, a joint
stock company operating in financial and investment services.

2013G-2014G, (Acting) Director of Operations Department, FALCOM Financial Services, a
joint stock company operating in financial services

2007G-2013G, Operations Supervisor, FALCOM Financial Services, a joint stock company
operating in financial services

2005G-2006G, Director of Client Accounts, Aljazira Securities Company (currently Aljazira
Capital), a limited liability company operating in financial services

2002G-2005G, Assistant Director of Operations, Riyad Bank, a joint stock company
operating in financial services

Atta Hamad Mohammed Al Bayouk

Age 87 years
Nationality Saudi
Board Position Independent Board Member

Appointment Date 25/09/2019G

Academic .
Quialifications

Bachelor’s degree in Accounting and Business Administration, King Saud University, KSA,
1963G

Fellowship from ICAEW, United Kingdom, 1973G
Fellowship from Society of Accountants & Auditors, Egypt, 1974G

Certified translator from the Ministry of Commerce, License No. 106, Kingdom of Saudi
Arabia, 1985G

Administrative Consultant from the Ministry of Commerce, License No. 87, Kingdom of Saudi
Arabia, 1990G

(Founding) Member of the Saudi Organization for Certified Public Accountants and Auditors
(SOCPA), 1992G




Atta Hamad Mohammed Al Bayouk

Current Positions

Past Professional
Experience °

1977G-present, Director, Al Bayouk Chartered Accountants, a professional sole
proprietorship operating in financial services

1985G-present, Director, Al Bayouk Translation Company, a professional sole proprietorship
operating in translation

1985G-present, Partner in Al-Farabi Trading Co., Ltd., a limited liability company operating in
general trade.

1986G-present, Partner in the National Veterinary Company, a limited liability company
1990G-present, Director, Al Faisaliah Management Consulting Company, a professional sole
proprietorship operating in management consulting

2016G-present, Director, Nayifat Finance Company

2016G-present, Director, Gulf Integrated Industries Co., a closed joint stock company
operating in plastic industries.

2017G-present, Director, Integrated Lanes, a closed joint stock company operating in car
rental

2011G-2014G, Director, FALCOM Financial Company, a closed joint stock company operating
in financial and investment services.

1973G-1984G, Managing Partner, Ernst & Young - Riyadh (EY Riyadh), a closed joint stock
company operating in accounting and auditing

1970G-1973G, Trained Accountant, Neville Russell - Chartered Accountants, United Kingdom,
an office operating in auditing

1963G-1970G, Accountant and Deputy Director of the Financial Department, Petromin, a
joint stock company operating in refining oil and oil derivatives.

Mohammed Taher Abdul Karim Al Lawzi

Age 51years
Nationality Jordanian
Board Position Independent Board Member

Appointment Date 25/09/2019G

Academic
Quialifications

Current Positions °

Bachelor’s degree in Economics and Statistics, University of Jordan, Jordan, 1990G

Master’s degree in Corporate Finance, University of Salford, Manchester, United Kingdom,
2000G

Chartered Financial Analyst (CFA) Certificate, CFA Institute, USA, 2006G

Certificate in Initial Public Offerings (CIPOS), American Academy of Financial Management
(AAFM), USA, 2007G

General Securities Qualification (CMET1) Certificate, CMA, KSA, 2009G.
2017G-present, Director, Nayifat Finance Company

2020G-present, Director of Investment Banking Department, Alinma Investment Company,
a closed joint stock company operating in financial and investment services.




Mohammed Taher Abdul Karim Al Lawzi

Past Professional
Experience

2019G-2020G, Chief Investment Officer, Saudi Kuwaiti Finance House (SKFH), a joint stock
company operating in financial services

2017G-2018G, Deputy CEO, Saudi Kuwaiti Finance House (SKFH), a joint stock company
operating in financial services

2013G-2017G, Director of Investment Banking and Private Equity, Saudi Kuwaiti Finance
House (SKFH), a joint stock company operating in financial services

2006G-2013G, Director of Investment Banking Group, FALCOM Financial Services, a joint
stock company in financial and investment services

2004G-2006G, Member of the Training Board at the Institute of Banking, SAMA (formerly the
Saudi Arabian Monetary Authority)

2002G-2004G, Head of Corporate Finance Department, Jordon’s Social Security Investment
Fund (SSIF), a governmental body

1991G-2002G, Portfolio Manager and Senior Financial Analyst, Equity and Projects
Department, Jordon’s Social Security Investment Fund (SSIF), a governmental body

Hussain Mohammad Salem Al Shakrah

Age
Nationality

Board Position

Academic
Quialifications

Current Positions

Past Professional
Experience

44

Saudi

Secretary

Bachelor’s degree, College of Arts, King Saud University, Riyadh, 2002G.

Certified Accountant Course for Non-Accountants, Riyadh Chamber of Commerce & Industry
(RCCI), 2004G.

Mini MBA, Arab Union for Human Resources Development, Turkey, 2012G.
2009G-present, Secretary, Nayifat Finance Company.

2009G-2017G, Director of SME Finance Department, Nayifat Finance Company
2002G-2009G, Director of Credit and Risk, Nayifat Finance Company

2002G, Credit Card Coordinator, Alawwal Bank, a public joint stock company operating in
banking services

1996G-2002G, Credit Card Coordinator, Samba Financial Group, a public joint stock
company operating in banking services




5.6 Internal Committees and Responsibilities Thereof

Following is a description of the Company’s committees:

5.61 Shariah Committee

The Shariah Committee overseesthe Company’s business with respect to the principles of Islamic Shariah. The Committee
was formed pursuant to a General Assembly resolution dated on 30/06/1441H (corresponding to 24/02/2020G), and is
competent to perform the following:

1- studying and reviewing the Company’s investment objectives and policies to ensure they comply with the
provisions of Islamic Shariah;

reviewing new products and contracts and agreements entered into by the Company;

3- issuing fatwas and decisions to the Company’s Management with respect to issues related to operations in
accordance with the provisions of Islamic Shariah;

4- periodically monitoring all the Company’s business through the Internal Shariah Supervision Department; and

5- submitting an annual Shariah report on the Company’s business and its compliance with Shariah controls.

The Company's management shall abide by the directives, controls and decisions issued by the Shariah Committee and
shall ensure that they are applied to all the Company's business.

The Shariah Committee presented the annual report for the period from 1 January to 31 December 2020G, in which it
confirmed that the Company adhered to the provisions and principles of Islamic Shariah, in accordance with fatwas and
directives issued by the Shariah Board.

The Shariah Committee consists of the following members, appointed by the Company’'s Ordinary General Assembly
pursuant to its Resolution dated 30/06/1441H (corresponding to 24/02/2020G):

Table 44: Members of the Shariah Committee

Name Title
Sheikh Abdullah bin Sulaiman Al Manea Chairman
Sheikh Dr. Muhammad bin Ali Elgari Member
Sheikh Dr. Abdulrahman bin Abdulaziz Al Nafisa Member

Source: The Company

Biographies of Shariah Committee Members

Sheikh Abdullah bin Sulaiman Al Manea

Age 90

Nationality Saudi

Title: Chairman of the Shariah Committee

Academic e Bachelor’s degree in Arabic Language, Imam Muhammad bin Saud University, KSA, 1957G.
Qualifications * Master’s degree in Comparative Jurisprudence, Higher Judicial Institute, KSA, 1969G.

e 2008G-present, Shariah advisor, Saudi Royal Court.

e 1990G-present, Member of a group of private and public Shariah boards and bodies, most of
Current Positions which are Shariah boards of financial institutions.

® 1980G-present, Member, International Islamic Figh Academy.
e 1971G-present, Member, Council of Senior Scholars, KSA.




Sheikh Abdullah bin Sulaiman Al Manea

Past Professional
Experience

1996G-2000G, President of the Court of Cassation in the Western Region, Makkah.
1976G-1996G, Cassation Judge, Court of Cassation in the Western Region, Makkah.
1975G-1976G, Deputy General of the Grand Mufti of Saudi Arabia, Sheikh Abdulaziz bin Baz (may
God have mercy on him), for legal, administrative and financial affairs.

1969G-1971G, Member, Supreme Judicial Council, KSA.

1957G-1969G, Fatwa Member under the leadership of the Grand Mufti of Saudi Arabia, Sheikh
Muhammad bin Ibrahim (may God have mercy on him).

Sheikh Dr. Muhammad bin Ali Elgari

Age
Nationality

Title:

Academic
Qualifications

Current Positions

Past Professional
Experience

70

Saudi

Member of the Shariah Committee

Ph.D. in Economics, University of California, USA, 1984G
Master’s degree in Economics, University of California, USA, 1981G
Bachelor’s degree in Economics, King Abdulaziz University, KSA, 1975G

2000G-present, Member, Shariah Board of the Accounting and Auditing Organization for Islamic
Financial Institutions (AAOIFI).

2005G-present, Expert, International Islamic Figh Academy, Organisation of Islamic
Cooperation (OIC).

1998G-present, Member, Shariah Committee of Dow Jones Islamic Market Index (New York).

1990G-present, Member of the Editorial Board of the Islamic Economics magazine of the
International Association for Islamic Economics (Britain).

1990G-present, Member of Editorial Board of the Figh Academy magazine the International
Islamic Figh Academy, Organisation of Islamic Cooperation (OIC).

1998G-present, Member of a number of Shariah boards and councils at financial institutions
worldwide.

1985G-present, Expert, International Islamic Figh Academy, Organisation of Islamic Cooperation
(OIC).

2000G-2008G, Director of King Abdulaziz University’s Center for Islamic Economics Research.
1975G-2008G, Professor of Islamic Economics, King Abdulaziz University, Jeddah.

Sheikh Dr. Abdulrahman bin Abdulaziz Al Nafisa

Age
Nationality

Title:

Academic
Quialifications

49
Saudi

Member of the Shariah Committee

Bachelor’s degree in Shariah, Imam Mohammad Ibn Saud Islamic University, 2015G.
Master’s degree in Sociology, King Saud University, KSA, 2008G.

Master’s degree in Islamic Economics, American University, Washington, USA, 2007G.

Bachelor’s degree in Islamic Economics, Imam Mohammad Ibn Saud Islamic University, KSA,
1994G.

Ph.D. in Islamic Economics, 2019G.




Sheikh Dr. Abdulrahman bin Abdulaziz Al Nafisa

® 2016G-present, Member of the Shariah Committee, Nayifat Finance Company.
e 2014G-present, Shariah Board Member for a number of investment and financial companies.

2005G-present, Secretary of the Shariah Board and Director of the Sharia Supervision
Department of FALCOM Financial Services, a closed joint stock company operating in financial
and investment services.

Current Positions

e 2010G-present, Associate Lecturer at Imam Mohammad Ibn Saud Islamic University
Past Professional ©® 1994G-2005G, Student Mentor, Ministry of Education.
Experience ® 1992G-1993G, Social Worker, MHRSD.

5.6.2 Audit Committee

The primary role of the Audit Committee is to monitor the Company’s business and affairs and supervising: (i) the
soundness, effectiveness and accuracy of the Company’s financial statements and reports; (ii) the Company’s compliance
with legal and regulatory requirements; (iii) the qualifications, independence and performance of the Auditor; and (iv) the
performance, soundness and effectiveness of the Company’s internal control, audit and financial reporting systems. The
bylaws of the Audit Committee were approved in the General Assembly held on February 17, 2021G. The Audit Committee
oversees three independent groups, and ensures that the Company appropriately conducts its business with the following
three groups:

1-  The Company'’s Internal Audit Department (the Company hired KPMG to perform all internal audit activities);
2-  The Auditor of the Company; and

3- The Compliance and Anti-Money Laundering Department.

The duties and responsibilities of Audit Committee include:

¢  Financial Statements:
— analyse the Company’s interim and annual financial statements before presenting them to the Board and provide
its opinion and recommendations thereon to ensure their integrity, fairness and transparency;

— provideitstechnical opinion, at the request ofthe Board, regarding whetherthe Board’s report and the Company’s
financial statements are fair, balanced, understandable, and contain information that allows shareholders and
investors to assess the Company’s financial position, performance, business model and strategy;

— analyse any important or non-familiar issues contained in the financial reports;

— accurately investigate any issues raised by the Company’s CEO (or delegate thereof), CFO (or delegate thereof),
the Officer of Compliance and Anti-Money Laundering Department, internal auditor or external auditor;

— examine the accounting estimates in respect of significant matters that are contained in the financial reports;
and

— examine the accounting policies followed by the Company and provide its opinion and recommendations to the
Board thereon.

] Internal Audit:

— examine and review the Company’s internal and financial control systems and risk management systems;

— review internal audit reports and pursue the implementation of corrective measures in respect of the comments
included therein;

— oversee and supervise the performance and the activities of the Company’s internal auditor and the Company’s
Internal Audit Department to ensure they have access to the necessary resources and ensure their effectiveness
in performing the tasks and duties assigned to them;

— approve the Company'’s internal audit charter; and

— make recommendations to the Board regarding its resolutions on the appointment, removal and remuneration
of the Company’s internal auditor.




e  Audit:
— provide recommendations to the Board on the nomination, dismissal and remuneration of the auditor, after
verifying their independence and reviewing the scope of their work and the terms of their contracts;

- verify the auditor’s independence, objectivity, fairness, and the effectiveness of the audit activities, taking into
account the relevant rules and standards;

— review the plan and activities of the auditor and ensure that it does not provide any technical or administrative
works that are beyond its scope of work, and provide its opinion thereon;

— respond to the auditor’s queries; and

— review the auditor’s reports and its comments on the financial statements, and follow up on the procedures
taken in connection therewith.

e  Ensuring Compliance:
— review the findings of the reports and investigations of supervisory and regulatory authorities and ensure that
the Company has taken the necessary actions in connection therewith;
— ensure the Company’s compliance with the relevant laws, regulations, policies and instructions;

- review the Company’s contracts and proposed Related Party transactions, and provide its recommendations to
the Board in connection therewith; and

— report to the Board any issues in connection with what it deems necessary to take action on, and provide
recommendations as to the steps that should be taken.

® Meetings:
— The Audit Committee convenes periodically, with at least four meetings held during the Company’s Financial
Year.
— The Audit Committee meets periodically with the Company’s external auditor and internal auditor.

— The internal auditor and the external auditor may call for a meeting with the Audit Committee at any time as
necessary.

° Other Functions:

— develop arrangements that enable the Company’s employees to confidentially provide their remarks in respect
of any inaccuracies in the financial or other reports; ensure that such arrangements have been put into action
through an adequate independent procedure in respect of the error or inaccuracy, and adopt appropriate follow-
up procedures;

— initiate and oversee special investigations, when necessary; and

— perform further relevant duties at the request of the Board.
If a conflict arises between the recommendations of the Audit Committee and Board resolutions, or if the Board refuses
to put the committee’s recommendations into action with regard to appointing or dismissing the Auditor or determining

its remuneration, assessing its performance or appointing the internal auditor, the Board’s report shall include the
Committee’s recommendations and justifications, and the reasons for not following such recommendations.

In order to perform its duties, the Audit Committee may:

1- review the Company’s records and documents;
2- request any clarification or statement from the Directors or the Executive Management; and

3- request that the Board calls for a General Assembly Meeting if its activities have been impeded by the Board or
if the Company has suffered significant losses or damages.

The Company’s General Assembly shall, based on a Board recommendation, issue regulations on the Audit Committee’s
work, including its controls, procedures, duties, rules for selecting its members, the term of their membership and their
remunerations, along with the mechanism for temporarily appointing its members if a Committee’s position becomes
vacant.

The Audit Committee shall consist of at least three members who may be Shareholders or others, including at least one
independent Director and a financial and accounting specialist, and shall not include any Executive Directors.




A person who works, or has worked during the preceding two years, in the executive or financial management of the
Company or with the Auditor may not be a member of the Audit Committee.

The Audit Committee currently consists of the following members, appointed pursuant to the Company’s Extraordinary
General Assembly Resolution dated 24/02/2020G, with a term ending on 24/09/2022G:

Table 45: Members of the Audit Committee

Name Title
Mohammad Ali Mohammad Al Hokal Chairman (independent)
Mohammed Taher Abdul Karim Al Lawzi Member (independent)
Bandar bin Mohammed bin Ahmed Al Bayez Member (non-independent)

Source: The Company

Biographies of Audit Committee Members

Mohammad Ali Mohammad Al Hokal, Chairman of the Audit Committee

Age 58

Nationality Saudi

Title: Chairman of the Audit Committee and the Asset-Liability Committee / Member of the Credit
Committee

Academic e MBA, University of Wisconsin-Whitewater, USA, 1989G.

Qualifications e BBA, Concordia University, Portland, Oregon, USA, 1985G.

e 2018G-present, Director, National Commercial Bank, a public joint stock company operating in
banking services.

e 2018G-present, Chairman of the Audit Committee, National Commercial Bank, a public joint

Current Positions stock company operating in banking services.

e 2016G-present, Chairman of Audit Committee, Nayifat Finance Company.

e 2016G-present, Chairman of the Asset-Liability Committee, Nayifat Finance Company.

® 2016G-present, Member of Credit Committee, Nayifat Finance Company.

e 2016G-2018G, Director, Nayifat Finance Company.

e 2016G-2017G, General Director and Regional Head of the Central Province (Corporate Banking
Services Group), Samba Financial Group, a public joint stock company operating in banking
services.

e 2007-2016G, General Director of Corporate Banking Services Group, Samba Financial Group, a
public joint stock company operating in banking services.

e 2003-2007G, Regional Head of the Central Province (Corporate Banking Services Group),
Alawwal Bank, a public joint stock company operating in banking services.

e 1997G-2003G, Head of Corporate and Investment Banking Services Group, Saudi American
Past Professional Bank (currently known as Samba Financial Group), a public joint stock company operating in
Experience banking services.

e 1995G-1997G, Senior Relationship Manager (Corporate and Investment Banking Services
Group), Saudi American Bank (currently known as Samba Financial Group), a public joint stock
company operating in banking services.

® 1992G-1995G, Relationship Manager (Corporate and Investment Banking Services), Saudi
American Bank (currently known as Samba Financial Group), a public joint stock company
operating in banking services.

e 1990G-1992G, Production Officer/Head of Unit (Services Management Group), Saudi American

Bank (currently known as Samba Financial Group), a public joint stock company operating in
banking services.




Bandar bin Mohammed bin Ahmed Al-Bayez, Member of the Audit Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Mohammed Taher Abdul Karim Al-Lawzi, Member of the Audit Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

5.6.3 Nomination and Remuneration Committee

The Nomination and Remuneration Committee is responsible for nominating the Directors and developing the
remuneration policy forthe Directors and members of the Company’s Senior Management. The charter of the Nominations
and Remunerations Committee was approved by the General Assembly convened on February 17, 2021G. The duties and
responsibilities of Nomination and Remuneration Committee include:

° Nomination:

suggest clear policies and standards for Board membership and Executive Management;
— nominate candidates for Board membership and submit them to the General Assembly;

— subject to the terms and conditions of the Corporate Governance Regulations and CMA requirements, provide
recommendations to the Board for the nomination or re-nomination of Directors in accordance with approved
policies and standards, taking into account that nomination shall not include any person convicted of a crime
involving dishonesty;

— prepare a description of the capabilities and qualifications required for Board membership and Executive
Management positions;

determine the amount of time that a Director shall allocate to Board activities;
— annually review the skills and expertise required of the Directors and Executive Management;

— review the structure of the Board and Executive Management and provide recommendations regarding changes
that may be made to such structure;

— annually ensure the independence of Independent Directors and the absence of any conflicts of interest if a
Director also acts as a member of the Board of directors of another company;

— provide job descriptions for executive, non-executive and independent Directors and Senior Executives;
- set the procedures to be followed if the position of a Director or a Senior Executive becomes vacant;

— determine the strengths and weaknesses of the Board and recommend solutions to remedy them that serve the
Company'’s interests; and

— publish the nomination announcement on the websites of the Company and the Exchange and through any
other medium specified by the CMA, to invite persons who wish to be nominated for Board membership; the
nomination period shall remain open for at least one month from the date of the announcement.

° Remuneration:

— prepare a clear policy for the remuneration of the Directors, Board committee members and Executive
Management, and present such policy to the Board preliminary to its approval by the General Assembly, provided
that such policy follows standards that are linked to performance, and disclose and ensure the implementation
of such policy; The remuneration policy shall:

— be consistent with the Company'’s strategy and objectives;

— provide remuneration with the aim of encouraging the Directors and Executive Management to achieve the
Company'’s success and long-term development, by, for example, linking the variable portion of remuneration
to long-term performance;

— determine remuneration based on job level, duties and responsibilities, educational qualifications, practical
experience, skills and performance level;

- be consistent with the magnitude, nature and level of risks faced by the Company;

— take into consideration the practices of other companies in determining remuneration, and avoid unjustified
increases in remuneration and compensation that might arise from such comparisons;




— attract, retain and motivate talented professionals;

— suspend or recover remuneration in cases where it is determined that such remuneration was set based on
inaccurate information provided by a Director or the Executive Management, to prevent abuse of power to
obtain unmerited remuneration; and

— regulate the grant of Company’s shares to Directors and the Executive Management, whether newly issued
or purchased by the Company.

— explain the relationship between the remunerations granted and the applicable remuneration policy, and
highlight any significant deviation from such policy;

— periodically review the remuneration policy and assess its effectiveness in achieving its objectives; and

— provide recommendations to the Board in respect of the remunerations of Directors, the Board committees and
Senior Executives, in accordance with the approved policy.
e Meetings
— The Remuneration and Nomination Committee shall convene periodically at least every six months and as
necessary.
e  Other Functions
— perform further relevant duties at the request of the Board.

The Company’s General Assembly, as per the Board’s recommendation, shall issue regulations on the Nomination and
Remuneration Committee’s work, including its controls. procedures, duties and rules for selecting its members, the term
of their membership and their remuneration.

The Nomination and Remuneration Committee shall consist of at least three members, whether from Shareholders or
others, including at least one independent Director, and it shall not include any Executive Directors.

The current Nomination and Remuneration Committee consists of the following members, appointed by virtue of the
Board Resolution dated 25/09/2019G, with a term ending on 24/09/2022G:

Table 46: Members of the Nomination and Remuneration Committee:

Name Title
Mohammed Taher Abdul Karim Al Lawzi Chairman (independent)
Abdulaziz Saud Omar Al Blehed Member (non-independent)
Fahd bin Saleh bin Mohammed Al Musbahi Member (non-independent)
Bandar bin Mohammed bin Ahmed Al Bayez Member (non-independent)

Source: The Company




Biographies of Nomination and Remuneration Committee Members

Mohammed Taher Abdul Karim Al Lawzi, Chairman of the Nomination and Remuneration Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Abdulaziz Saud Omar Al Blehed, Member of the Nomination and Remuneration Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Fahd bin Saleh bin Mohammed Al Musbahi, Member of the Nomination and Remuneration Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Bandar bin Mohammed bin Ahmed Al Bayez, Member of the Nomination and Remuneration Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

5.6.4 Risk Committee

The duties and responsibilities of Risk Committee include:

e develop a strategy and comprehensive policies for risk management that are consistent with the nature and size
of the Company’s activities, monitor their implementation, and review and update them based on the Company’s
internal and external changing factors;

e determine and maintain an acceptable level of risk for the Company and ensure that the Company does not go
beyond such level;

e ensure the feasibility of the Company’s continuation and the successful continuity of its activities and determine
the risks its faces during the coming twelve (12) months;

e oversee the Company’s risk management system and assess the effectiveness of the systems and mechanisms
for determining and monitoring the Company’s risks in order to identify weaknesses therein;

e regularly reassess the Company’s ability to take risks and be exposed to such risks (through stress tests for
example);

® prepare detailed reports on the exposure to risks and the recommended measures for managing such risks, and
present them to the Board;

e provide recommendations to the Board on matters related to risk management;
® ensure the availability of adequate resources and systems for risk management;

e review and provide recommendations on the organisational structure for risk management prior to approval by
the Board;

e verify the independence of risk management employees from activities that may expose the Company to risk;

e ensure that risk management employees understand the risks to the Company and seek to raise awareness of
the culture of risk; and

® review any issues raised by the Audit Committee that may affect the Company’s risk management.
® Meetings:
— The Risk Committee convenes periodically at least once every six months, and as necessary.

The Risk Committee consists of three members. The chairman and the majority of its members shall be non-executive
Directors. The members of that Committee shall possess an adequate level of knowledge in risk management and finance.

The Risk Committee consists of the following members, appointed by virtue of the Board Resolution dated 25/09/2019G,
with a term ending on 24/09/2022G:




Table 47: Members of the Risk Committee

Name Title
Atta Hamad Mohammed Al Bayouk Chairman (non-independent)
Abdulaziz Saud Omar Al Blehed Member (non-independent)
Saleh Nasser Sulaiman Al Omair Member (independent)

Source: The Company

Biographies of Risk Committee Members

Atta Hamad Mohammed Al Bayouk, Chairman of the Risk Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Abdulaziz Saud Omar Al Blehed, Member of the Risk Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Saleh Nasser Sulaiman Al Omair, Member of the Risk Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

5.6.5 Executive Committee

The Executive Committee aims to assist the CEO and the Managing Director in carrying out the activities and tasks
assigned thereto by the Chairman to ensure the efficiency of the Company’s operations. It may exercise all powers
granted to it by the Board, including:

review and provide recommendations on the Company’s strategies and goals;

review and submit recommendations to the Board on proposed long-term business plans and financial and
operational plans;

approve the proposed short- and medium-term business and financial and operational plans in line with the
approved long-term plans of the Company;

review Islamic finance products and banking facilities and approve all new products and businesses;

approve credit limits exceeding the powers of the Credit Committee according to the authority matrix;

approve SME doubtful debt write-offs;

review and approve annual staff budgets, CAPEX and OPEX, and approve key positions;

review the Board of Directors’ recommendations on joint ventures, agreements, acquisitions and divestitures, in
line with business and long-term financial and operational plans;

assess and make recommendations to the Chairman on the sale, lease or exchange of the Company’s property
or assets;

approve the establishment of branch offices in line with the Company’s approved strategies, business plans and
long-term financial and operational plans;

approve the Company’s policies and procedures, except for those related to accounting and compliance which
are reviewed by the Audit Committee;

make recommendations to the Board on investment plans, including the investment of the Company’s surplus
funds;

receive and discuss reports from the Management regarding legal correspondence, litigation, or significant
issues, and recommend appropriate action to be taken by the Chairman;

monitor the performance of the Company and its individual business units, and request clarifications and
explanations regarding any deviation from the approved plans and budget;

examine information on performance through the observations and comments of parties involved and
benchmark with similar organizations and activities;




approve CAPEX and OPEX within the limits of its authority and in accordance with the Company’s authority
matrix; and

perform any other duties that the Chairman may delegate thereto from time to time.

The Executive Committee consists of the following members, appointed by virtue of the Board Resolution dated
25/09/2019G, with a term ending on 24/09/2022G:

Table 48: Members of the Executive Committee

Name Title
Abdulaziz Saud Omar Al Blehed Chairman (non-independent)
Abdulmohsen Abdulrahman Musaed Al Sowailem Member (Executive non-independent)
Fahd bin Saleh bin Mohammed Al Musbahi Member (non-independent)
Bandar bin Mohammed bin Ahmed Al Bayez Member (non-independent)

Source: The Company

Biographies of Executive Committee Members

Abdulaziz Saud Omar Al Blehed, Chairman of the Executive Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Abdulmohsen Abdulrahman Musaed Al Sowailem, Member of the Executive Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Fahd bin Saleh bin Mohammed Al Musbahi, Member of the Executive Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Bandar bin Mohammed bin Ahmed Al Bayez, Member of the Executive Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

5.6.6 Credit Committee

The Credit Committee shall oversee and review credit operations, including credit objectives, credit risk, credit policies,
controls and procedures, in addition to examining credit risk exposure. The Credit Committee may exercise all powers
granted to it by the Board (provided that the powers of the Committee do not conflict with the broader powers vested in
the Board), including:

oversee and control the Company’s credit activities on behalf of the Board;

review and approve credit policies and procedures, and ensure that the Board is informed of any violations or
exceptions to the policies, so the Board may recommend relevant correctional actions;

set customer credit limits and obtain the Management’s approvals for Islamic finance products provided to retail
and SME customers (specifying such within the terms of reference), noting that the Credit Committee shall
review and approve credit limits when such limits are exceeded; accurately review SME credit requests based
on Credit Committee restrictions and the recommendations of the Credit Manager, and issue final decisions to
either accept or reject them;

determine the conditions, set the write-off policy, and grant the relevant approvals for outstanding receivables
on installments and any recommended changes;

develop customer classifications (for example, by customer group, sector, geographic location, product type,
etc.) and customer assessment criteria to be used in pricing the Company’s products and setting concentration/
exposure limits;




when necessary, provide guidance to the Management to prepare a credit risk analysis report and periodically
review the credit risk of the portfolio; review and assess information related to the Company’s credit risk,
including negatively rated Islamic finance products, high risk Islamic finance products, limits of Islamic finance
products, and monitor non-performing Islamic finance products; discuss the problems and issues related to
non-performing Islamic finance products with the Credit department, make recommendations, and agree to
reschedule the debts;

set up the security policy and the rules for amendment in line with SAMA instructions;

review the credit process, including the Company’s credit risk management strategies, policies, controls and
systems; ensure that the systems adopted by the Board to identify, assess, manage and oversee Islamic finance
products are designed and used effectively;

ensure that credit requests and customer files are properly archived and that information is kept confidential;
and

perform such other duties or responsibilities as the Board may expressly delegate to the Committee from time
to time or as may be necessary to monitor and improve credit operations.

The Credit Committee consists of the following members, appointed by virtue of the Board Resolution dated 25/09/2019G,
with a term ending on 24/09/2022G:

Table 49: Members of the Credit Committee

Name Title
Saud Huwaimel Farraj Al Dosari Chairman (non-independent)
Mohammad Ali Mohammad Al Hokal Member (independent)
Fahd bin Saleh bin Mohammed Al Musbahi Member (non-independent)

Source: The Company

Biographies of Credit Committee Members

Saud Huwaimel Farraj Al Dosari, Chairman of the Credit Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Mohammad Ali Mohammad Al Hokal, Member of the Credit Committee

Biography See Subsection 5.6.2 (“Audit Committee”).

Fahd bin Saleh bin Mohammed Al Musbahi, Member of the Credit Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

5.6.7

Asset-Liability Committee

The Asset-Liability Committee is responsible for monitoring the liquidity and capital adequacy of the Company, and
reviewing long-term investments in the Company’s equity. The Committee shall also review liquidity and cash flows, set
budget growth targets, and monitor dividend payments to investors. The Committee may exercise all powers granted to
it by the Board (provided that the powers of the Committee do not conflict with the broader powers vested in the Board),
including:

prepare an appropriate asset liability management (ALM) policy that sets out, among other things, the general
policy for management of the Company’s assets and liabilities in terms of liquidity, profit rate management,
capital and investment management, hedging and the use of derivatives;

develop a process for identifying, assessing and managing risks that may affect the assets and liabilities of
the Company, including determining the levels of the Company’s risk tolerance with regard to its assets and
liabilities;




e regularly review the liquidity position and monitor the Company’s liquidity management activities, including
selling, lending, credit and collection activities;

e ensure that the activities and procedures of the Company’s divisions are in line with ALM strategy;

e review the prices of the Company’s products and how the Company'’s profits are affected by changing interest
rates in the market;

® review economic trends, in general, and provide advice on market trends, competitions, regulations and other
matters that may affect liquidity risks and fluctuations in assets, liabilities, income or profits faced by the
Company;

e ensure that the Company puts in place appropriate internal controls to maintain the adequacy and effectiveness
of the risk management process related to the Company’s assets and liabilities, including the role of the
Management in this process. These internal controls form an integral part of the Company’s internal control
system, and will be monitored by the Internal Audit Department (Nayifat Finance Company hired KPMG to
perform all internal audit activities);

® prepare and review an emergency plan to ensure the Company is well prepared to face any liquidity risk crisis;
® review and approve investment objectives, policies and directives recommended by the Management;

® oversee the investment activities carried out by the Management, such as purchase, sale, disbursement and
other activities related to the Company’s investments;

e conduct periodic assessments of the Company’s capital structure, and oversee the development of long-term
capital structure directives;

e provide feedback and comments on budgets (from a liquidity risk perspective);
® review the following Management reports:

— the economic report, by analyzing and expressing opinion on the market, including economic factors such as
profit rates, inflation, exchange rates, key market indicators, economic policies, etc;

— the financial report, which includes data on key financial matters, balance sheet updates and variance
analyses and the profit and loss statement;

— liquidity risk review, including a summary of the Company’s liquidity position and cash flow forecasts; and
— profit rate risk review report, including a summary of the profitability of all products.
e perform any other duties that the Board may delegate thereto from time to time.

The Asset-Liability Committee consists of the following members, appointed under the Board Resolution dated
25/09/2019G, with a term ending on 24/09/2022G:

Table 50: Members of the Asset-Liability Committee

Name Title
Mohammad Ali Mohammad Al Hokal Chairman (independent)
Abdulmohsen Abdulrahman Musaed Al Sowailem Member (non-independent)
Saleh Nasser Sulaiman Al Omair Member (independent)
Gohar Igbal Sheikh Non-voting Member (non-independent)

Source: The Company




Biographies of Asset-Liability Committee Members

Mohammad Ali Mohammad Al Hokal, Chairman of the Asset-Liability Committee

Biography See Subsection 5.6.2 (“Audit Committee”).

Abdulmohsen Abdulrahman Musaed Al Sowailem, Member of the Asset-Liability Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Saleh Nasser Sulaiman Al Omair, Member of the Asset-Liability Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Gohar Igbal Sheikh, Member of the Asset-Liability Committee

Age 58

Nationality Pakistani

Academic e Member, Institute of Chartered Accountants of Pakistan (ICAP).
Qualifications e Bachelor’s degree in Commerce, University of Karachi, Pakistan, 1983G.

Current Positions e 2020G-present, Director of Finance and Treasury Department, Nayifat Finance Company.
e 2019G-2020G, Director of Finance and Strategy, Nayifat Finance Company.

e 2018G-2019G, Financial Controller, Mezzan Bank, a Pakistani company operating in banking
services.

e 2008G-2017G, CFO, Bank Albilad, a public joint stock company operating in banking services.
® 2005G-2008G, Director of Finance and Operations, Banklslami Pakistan, a Pakistani company
operating in banking services.
Past Professional e 1998G-2005G, CFO, Meezan Bank, a Pakistani company operating in banking services.
Experience ® 1992G-1998G, SVP Finance, Crescent Investment Bank, a Pakistani company operating in
banking services.

e 1989G-1992G, VP Finance, National Development Finance Corporation, a Pakistani institution
operating in banking services.

® 1988G-1989G, Head of Internal Audit, Wellcome Pakistan, a Pakistani company operating in
the pharmaceutical sector.

e 1983G-1988G, Auditor, Ernst & Young - Pakistan, an audit office.

5.6.8 Strategic Committee

The Strategic Committee’s duties and responsibilities include:

e discuss all matters that are expected to have a tangible impact on the Company’s long-term strategies with the
Company’s CEO, Senior Management, and the committees related to the Committee;

e make recommendations on matters related to the Company’s strategic initiatives for approval by the Board;

® assist the Management in its supervisory responsibilities related to the Company’s long-term strategy, the
risks and opportunities related to the strategy, and strategic decisions related to investments, acquisitions and
divestitures by the Company;

e coordinate with the relevant committees to ensure the Company’s strategy is implemented;

® review the strategic risks and opportunities identified through the Company’s strategic risk assessment and
other operations, the impact of emerging or developing competitive activities, legal developments, and global
economic conditions;

e work with the Company’s management to oversee the development of an acquisition strategy that is in line with
the Company’s long-term strategy and includes an understanding of acquisitions and the implications on the
remaining targets and competitors; develop a procedure for overseeing how and when multiple decisions are
made regarding major acquisitions, execution of transactions, post-acquisition measures, mergers, in addition
to monitoring specific parameters including harmonisation;




e review the Company’s procedures for reviewing, recommending and approving acquisitions, and make
recommendations to the Board on the various levels of powers during the acquisition;

e work with the CEO and the Company’s management to oversee recommendations made to the Board on some
strategic decisions related to possible exit from some current areas, access to new areas, acquisitions, joint
ventures, investments or disposal of companies and assets; and

e assess operating performance, compare performance against target acquisition plan indicators, and ensure
synergies.

The Strategic Committee consists of the following members who were appointed pursuant to the Board of Directors’

decision dated 26/01/1441H (corresponding to 25/09/2019G), provided that the term of the session ends on
29/02/144H(corresponding to 24/09/2022G):

Table 51: Members of the Strategic Committee

Name Title
Saud Huwaimel Farraj Al Dosari Chairman (non-independent)
Abdulmohsen Abdulrahman Musaed Al Sowailem Member (executive non-independent)
Mohammed Taher Abdul Karim Al Lawzi Member (independent)

Source: The Company

Biographies of Strategic Committee Members

Saud Huwaimel Farraj Al Dosari, Chairman of the Strategic Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Abdulmohsen Abdulrahman Musaed Al Sowailem, Member of the Strategic Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Mohammed Taher Abdul Karim Al Lawzi, Member of the Strategic Committee

Biography See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

5.6.9 Compliance and Anti-Money Laundering Department

Compliance with Laws and Regulations

Finance Laws and the Implementing Regulations Thereof

The Saudi finance sector is regulated by SAMA. SAMA has passed the Finance Lease Law and the Finance Companies
Control Law and the Implementing Regulations thereof, published in the Official Gazette on 13/10/1433H (corresponding
to 31/08/2012G), which entered into force 90 days from the date of publication with the aim of regulating the finance
sector in a more comprehensive manner. Further, SAMA's Responsible Lending Principles for Individual Customers was
issued on 02/09/1439H (corresponding to 16/05/2018G).

The Finance Laws and Implementing Regulations thereof require all companies engaging in finance business (as shown
below) in the Kingdom to obtain a licence from SAMA. These laws granted companies a grace period of two years from
the date the laws entered into force on 29/11/2012G to obtain the licence. Consequently, before the end of the day
on 28/02/1435H (corresponding to 31/12/2013G), all finance companies must have submitted licencing applications
with a work plan attached that explains how to adapt their business to comply with these laws, or to exit the Saudi
financial market. The Company obtained a licence from SAMA on 28/02/1435H (corresponding to 31/12/2013G), and on
23/12/1439H (corresponding to 03/09/2018G). This licence was renewed for a period of five years, ending on 26/02/1445H
(corresponding to 11/09/2023G).




Below are the most significant elements of the financing regulations and their implementing regulations applicable to the
Company’s business:

e Licencing Requirements: The following finance activities require an independent licence from SAMA.
— Real-estate finance
— Productive asset finance
- SME Finance
— Financial leasing
— Credit card finance
- Consumer finance
— Microfinance

— Any other activity approved by SAMA

In order to comply with all these requirements, the Company had to complete these tasks. The Company has already
adopted an integrated automated system called “RISKNUCLEUS® COMPLIANCE", a fully automated, structured and
easy-to-use solution, which streamlines compliance management in a company by integrating all regulatory compliance
activities within a single framework. This system also maintains an updated rules library, identifies requirements, assigns
roles and responsibilities, assesses the performance of specific activities and works/areas, records all violations and
monitors their removal, and makes use of reports and dashboards to form an integrated view.

Anti-Money Laundering and Combating Terrorist Financing (AML/CTF)

In addition to the above, and with reference to the Anti-Money Laundering Law and Implementing Regulations thereof
issued under Royal Decree No. M/39 dated 25/06/1424H, the Law on Combating Terrorism Crimes and Financing along
with and its Executive Regulations issued pursuant to Cabinet Resolution No. (228) dated 05/02/1440H, and SAMA
circulars, and in accordance with the local and international regulatory and supervisory requirements related to AML/CFT,
SAMA has issued the Rules Governing Anti-Money Laundering and Combating Terrorism Financing, which are mandatory
policies and procedures with which licenced finance companies must comply.

The Company has taken the initiative to provide an integrated automated system called “RISKNUCLEUS® AML" to protect
Shareholders’ assets. This system is an integrated AML solution that takes into account all regulatory requirements and
provides companies with additional tools to protect themselves from regulatory and reputational risks that may arise
from involvement in money laundering activities. This system examines customers, transactions, employees and others
in light of sanctions lists, takes into account customer due diligence/KYC, performs customer risk assessments, monitors
transactions through a fully adjustable scenario manager and workflow unit, automates reports of suspicious activities
and currency transactions, saves necessary documentation and prepares extensive reports.

5.6.10 Internal Audit

An independent department that falls under the Audit Committee. It provides advice to independently and objectively
carry out internal audit activities, with the aim of adding to the Company and improving its operations, which, in turn,
helps the Company achieve its goals by adopting a structured and systematic approach to assess and develop the
effectiveness of governance, risk management and control processes.

The Company decided to hire KPMG, a leading audit company, to carry out all internal audit activities in order to ensure
the efficiency of the work.

5.611 Risk Department

The Company’s Risk Department is an independent department that falls under the Risk Committee, which monitors credit
risk (for retail and corporate segments), market risk and operational risks, in addition to all risks mentioned by SAMA.

The Risk Department develops and operationalises policies and procedures, and measures and assesses the Company’s
risk tolerance. The Department is also entrusted with developing and operationalising all policies and procedures related
to operational risks and preparing a relevant plan to carry out risk assessments in line with the assessment plan approved
by the Risk Committee. Moreover, the Risk Department shall review all Company policies and ensure oversight. The Risk
Department is responsible for submitting a periodic risk report (on a quarterly basis) to the members of the Risk Committee
and the Directors. The report should include an analysis of the risks that the Company faces to reduce future risks.




The Risk Department shall develop the Company’s risk mechanism and improve its effectiveness in avoiding potential
future risks that adversely affect the Company.

5.7 Executive Management

The Senior Management includes qualified and experienced members with the knowledge and expertise necessary to run
the Company'’s business in line with the objectives and directives of the Board and the stakeholders. The Company has
been successful in retaining its Senior Management team, developing qualified employees and promoting them to senior
positions in the Company. The following chart shows the Senior Executives as at the date of this Prospectus:

Figure 34: Executive Management Chart
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The following table sets out the details of the Company’s Executive Management:

Table 52: Details of the Company’s Executive Management

Number of

Shares Ngr:zgof Direct Direct Indirect Indirect
. Direct . Own- Own- Own- Own-
. Nation- Date of Ap- Direct . . . .
Name Title alit Age ointment Own- Ownershi ership ership ership  ership
y P ership Post-Offellr)- Pre-Offer- Post-Of- Pre-Of- Post-Of-
Pre-Offer- in ing fering fering  fering
ing
Abdulmohsen CEO and
Abdulrahman Al Managing Saudi 50 16/12/2014G 2,433,959 1,582,073 2,434% 1,582%  0.801% 0.520%
Sowailem Director
. . Head of Sales
Turki Suleiman . .
Al Obaid* and Marketing Saudi 43 15/10/2014G 56,792 36,915 0,057& 0,037% - -
Department
Head of
Turki Nasser Al Human
Hrrasse n Saudi 44 16/03/2016G 56,792 36915  0057&  0,037% - -
Qahtani Resource
Department
Head of
Sultan Shweit ea ,0 .
Al-Nefiei Operations  Saudi 42 25/08/2015G 81,132 52,736 0,081% 0,053% - -
Department
Head of
Ahmed Ibrahim Administrative .
L Saudi 51 14/02/2012G 48,680 31,642 0,049% 0,032% - -
Haml and Training
Department
Head of
Noura Talal Al Customer .
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Department
Head of
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Collection Jordanian 37 07/12/2014G
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Department
Moh d
oNaMMeEd oy ief Risk ,
Abdulrahman . Austrian 45 16/10/2017G - - - -
. Officer
El-Shami
Muhammad
Saad Head of Cyber-
Saudi 34 06/04/2020G - - - -
Muhammad Security el 104/
Al-Sahim
L Head of SME
uayOmar  Headof SME o\ 35 1111720186 . . - -
Bakraa Finance
Jamal Ayed
Head of IT
Hassan Al- eado Saudi 37 19/07/2020G - - - -
Department

Shammari
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Abdulrahman aic;r;?/l:ir;z
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. Anti Terrorism
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Funding
Department

Source: The Company

*  Mr. Turki Suleiman Al Obaid has resigned from his position as Head of Human Resource Department of the Company, and his last
day in this role is on 26/04/1443H (corresponding to 01/12/2021G). The Company is currently looking for a replacement for Mr. Turki
Suleiman Al Obaid.

5.71 Biographies of Senior Management

Following is a summary of the current and past experience, qualifications and positions of Senior Executives:

Abdulmohsen Abdulrahman Musaed Al Sowailem, CEO and Managing Director

Biography = See Subsection 5.5 (“Biographies of the Directors and the Secretary”) of this Section.

Turki Suleiman Saleh Al Obaid, Head of Sales and Marketing Department*

Age 43
Nationality Saudi
e BBA, Imam Mohammad Ibn Saud Islamic University, KSA, 2013G.
Academic e BBA, American University in London, Distance Education, 2006G.
Qualifications e Diploma in Insurance, Bahrain Institute of Banking & Finance (BIBF), 2004G.
e Diploma in sales and marketing, Institute of Public Administration, KSA, 2002G.

C t . . . )
“r.“'f” ® 2014G-present, Director of Sales and Marketing, Nayifat Finance Company
Positions
e 2005G-2014G, Administrative positions, Mobily, a public joint stock company operating in
Past ) telecommunications services.
Professional ) ) ) . )
Experience 2002G-2005G, Executive Officer (Personal Lines), Norwich Union Insurance (currently “AXA

Gulf”), a public joint stock company operating in financial services.




Turki Naser Hamad Al Qahtani, Head of Human Resource Department

Age 44
Nationality Saudi
e MBA, AAST, Alexandria, Egypt, 2009G.
Academic e BBA, King Abdulaziz University, KSA, 2006G
Qualifications e  Administrative Advisor, Ministry of Commerce licence No. 14990

e Certified Manager, SHRM

Current . .
Positions e 2016G-present, HR Manager, Nayifat Finance Company.
® 2008G-2016G, Director of Human Resources and Administration, Filling and Packaging Material
Eas: . | Manufacturing Company (FIPCO), a joint stock company operating in manufacturing services.
rofessiona
Experience 2000G-2008G, HR Manager, Al Duhami Trading and Contracting Company, a limited liability

company operating in trade and contracting services.

*  Mr. Turki Suleiman Al Obaid has resigned from his position as Head of Human Resource Department of the Company, and his last
day in this role is on 26/04/1443H (corresponding to 01/12/2021G). The Company is currently looking for a replacement for Mr. Turki
Suleiman Al Obaid.

Sultan Shweit Wagian Al-Nefiei, Head of Operations Department

Age 42
Nationality Saudi
Academic

Qualifications e BBA - Marketing, King Abdulaziz University, KSA, 2000G

Current
2015- Nayifat Fi .
Positions ® 2015-present, COO, Nayifat Finance Company.
e 2010G-2015G, Senior Manager, Director of Corporate Services Branches in the Central Province
(Corporate Banking), Riyad Bank, a joint stock company operating in banking services.
e 2008G-2010G, Assistant Director of Customer Service, Riyad Bank, a joint stock company
Past operating in banking services.
Professional
Experience 2005G-2008G, Customer Service Supervisor, Riyad Bank, a public joint stock company operating

in banking services.

® 2000G-2005G, Public Relations Officer and Tender Supervisor, Ministry of Interior, a
governmental body.

Ahmed Ibrahim Farie Hamli, Head of Administrative and Training Department

Age 51
Nationality Saudi
Academic e BBA, King Faisal University, KSA, 2014G
Qualifications e Diploma in English Language, Imam Mohammad Ibn Saud Islamic University, 2004G
Current - ) - . )
Positions ® 2016G-present, Head of Administrative and Training Department, Nayifat Finance Company
e 2012G-2016G, HR Manager, Nayifat Finance Company.
* 2011G-2012G, HR Manager, AUVA Projects & Supplies Company, a limited liability company
Past operating in contracting.
Professional e 2005G-2011G, Payroll Officer, Riyadh Cables Group Company, a closed joint stock company
Experience operating in the cable industry.

® 1999G-2004G, Personnel Manager, Bait Al Saggaf Trading Est, a sole proprietorship operating in
the trade sector.




Noura Talal Khalil Al Muhaid, Head of Customer Care Department

Age 41
Nationality Saudi
Academic

e Diploma, Executive Secretary, Institute of Public Administration, KSA, 2003G.
Qualifications

t
Curre.n 2010G-present, Director of Customer Care, Nayifat Finance Company.
Positions
e 2005G-2018G, Various positions in customer service and sales in Samba Financial Group, a public
Past . joint stock company operating in banking services.
Professional
Experience ® 2005-2010G, Customer Service and Sales Representative, Samba Financial Group, a public joint

stock company operating in banking services.

Tariqg Mubarak Saad Al-Yami, Head of Credit Department

Age 45
Nationality Saudi
Academic e High School, KSA, 1994G.
Qualifications e Certified Credit Specialist from the International Academy of Financial Business, USA
C t
urt"ejn ® 2016G-present, Head of Credit Department, Nayifat Finance Company.
Positions
P
Pf::essional ® 2001G-2016G, Director of Customer Assets, Samba Financial Group, a public joint stock company
Experience operating in banking services.

Nikhil Bhardwaj, Head of Credit Card Department

Age 47
Nationality Indian

e B.S.in Electronics, Delhi University, India, 1994G.

Academic
Qualifications Higher Diploma in Business Administration, Centre for Management Development (CMD), India,
1996G.
Current . . .
L e 2018G-present, Head of Credit Card Department, Nayifat Finance Company.
Positions
e 1998G-2003G, E-serve International, a joint stock company operating in credit and collection.
e 2003G-2005G, Regional Manager - Collections, ICIC Bank, a joint stock company operating in
finance.
Past ® 2006G-2007G, Head of Personal Loan Collections Division, Citi Financial - India, a joint stock
Professional company operating in finance
Experience e 2007G-2008G, Collection Manager, GE Money, a joint stock company operating in finance

e 2009G-2014G, Collection Manager, Citibank Egypt, a joint stock company operating in the
commercial banking sector.

e 2014G-2018G, Collection Director, Nayifat Finance Company.




Hassan Tema Aql Al-Dugm, Head of Collection Department

Age 37
Nationality Jordanian
Academic

e Bachelor’s degree in Accounting, Philadelphia University, Jordan, 2005G.
Qualifications

t
Curre.n 2018G-present, Collection Director, Nayifat Finance Company.
Positions
® 2014G-2018G, Director of Tele Collection, Nayifat Finance Company.
e 2010G-2014G, Debt Collection Supervisor, Arab Bank, a Jordanian public joint stock company
Past operating in banking services.
Professional e 2008G-2010G, Retail Credit Officer, Arab Bank, a Jordanian public joint stock company operating
Experience in banking services.

e 2005G-2008G, Debt Collector, Arab Bank, a Jordanian public joint stock company operating in
banking services.

Gohar Igbal Sheikh, Chief Financial Officer and Treasurer

Biography See Subsection 5.6.7 (“Asset-Liability Committee”) of this Section.

Muhammad Saad Muhammad Al-Sahim, Head of Cyber-Security Department

Age 34
Nationality Saudi

e Bachelor’s degree in Information Systems, California State University Northridge (CSUN), Los
Academic Angeles, USA, 2012G
Qualifications e Certified Ethical Hacker, 2019G

e (Certified Information Systems Auditor (CISA), 2019G

g;;'::;s e 2020G-present, Director of Cyber-Security, Nayifat Finance Company
e 2019G-2020G, Director of Cyber-Security, Deutsche Gulf Finance, a closed joint stock company
operating in finance services.
Past ) } . —
as . e 2017G-2019G, IT Supervisor, Deutsche Gulf Finance, a closed joint stock company operating in
Professional ) .
. finance services.
Experience

e 2015G-2017G, IT Specialist, Deutsche Gulf Finance, a closed joint stock company operating in
finance services.




Luay Omar Ali Bakraa, Head of SME Department

Age
Nationality

Academic
Qualifications

Current
Positions

Past
Professional
Experience

38

Saudi

Bachelor’s degree in Accounting and Information Systems, Prince Sultan College for Tourism and
Business, KSA, 2011G

Diploma in Business Administration, University of Hail, KSA, 2006G
2019G-present, Director of SME Finance, Nayifat Finance Company

2018G-2019G, Regional Director of SME Finance, Nayifat Finance Company

2018G, Senior Relationship Manager (Business Banking), Alawwal Bank, a public joint stock
company operating in banking services.

2015G-2018G, Relationship Manager (Corporate Banking), Bank Allazira, a public joint stock
company operating in banking services.

2013G-2015G, Assistant Relationship Manager (Business Banking), Alawwal Bank, a public joint
stock company operating in banking services.

2007G-2013G, Corporate Services Coordinator, Alawwal Bank, a public joint stock company
operating in banking services.

Mohammed Abdulrahman El-Shami, Chief Risk Officer

Age

Nationality

Academic
Quialifications

Current
Positions

Past
Professional
Experience

45

Austrian

BBA, Northeastern University, Boston, USA, 1998G.

MBA, Northeastern University, Boston, USA, 2002G.

Certified Internal Auditor (CIA), Institute of Internal Auditors (lI1A), USA, 2007G.
CMET1 Certificate, CMA, KSA, 2013G.

2017-present, Head of Risk Department, Nayifat Finance Company

2004G-2013G, Senior Manager - Risk Advisory Services, Ernst & Young - Riyadh (EY Riyadh), a
closed joint stock company operating in auditing.

2013G-2016G, Chief Risk Officer, Saudi Fransi Capital, a joint stock company operating in financial
and advisory services.

2016G-2017G, Chief Risk Officer, Albilad Capital, a joint stock company operating in financial and
advisory services.

2017G, Head of Advisory Services, Ata Al Bayouk Chartered Accountants, a professional sole
proprietorship operating in auditing.




Abdulrahman Ben Fahd Ben Gifan, Head of Compliance and, AML Department

Age 36
Nationality Saudi
Academic

Qualifications Bachelor’s degree in Finance Management, King Saud University, 2009

Current e 2021G-present, Head of Compliance and AML and Anti Terrorism Funding Department, Nayifat
Positions Finance Company.
e 2017G-2021G, Head of Compliance and Governance Department, Saudi Fransi for Financial
Past Leasing Company.
Professional
Experience 2012G-2017G, Senior Compliance Officer - Namaa Bank, a public joint stock company operating in

banking services.

Mohamed Ali Al Salman, Head of FinTech Department

Age 41
Nationality Saudi
Academic

Qualifications Bachelor’s Degree in Litterature and Information, King Saud University, 2005G.

Current ) . .
Positions e 2021G-present, Head of FinTech Department, Nayifat Finance Company
e 2016-2021G, Vice President of Digital Channels, Riyad Bank, a public joint stock company
Past operating in banking services.
Professional
Experience e 2008G-2015G, Digital Channels Development Officer, SABB Bank, a public joint stock company

operating in banking services.

5.7.2 Biographies of the Directors of Departments Affiliated to the Company’s
Committees

Following is a summary of the current and past experience, qualifications and positions of the Directors of Departments
Affiliated to the Company’s Committees:

Mohammed Abdulrahman EI-Shami, Chief Risk Officer

Biography See Subsection 5.7.1 (“Biographies of Senior Management”) of this Section.

Abdulrahman Ben Fahd Ben Nagifan, Head of Compliance, AML and Anti- Terrorism Funding Department

Biography See Subsection 5.7.1 (“Biographies of Senior Management”) of this Section.




5.73 Employment Contracts with Senior Executives

The Company has concluded employment contracts with all members of the Company’s Senior Management. Such
contracts state their salaries and remuneration in accordance with their qualifications and experience, and include a
number of benefits such as a monthly transportation allowance and a housing allowance. These contracts are renewable
and subject to the Saudi Labour Law.

CEO

The Company’s CEO is Abdulmohsen Abdulrahman Musaed Al Sowailem, who was appointed under the Board Resolution
dated 25/01/1441H (corresponding to 24/09/2019G). In addition to managing the day-to-day affairs and business of the
Company, the duties of the CEO include:

— preparing the strategic direction of the Company for review and approval by the Board;

— developing the annual work plan and the financial budget for review and approval by the Board;

— coordinating and planing with departments to meet budget objectives;

— assessing issues and trends that may affect the achievement of the Company’s goals;

— creating an environment that attracts and retains efficient cadres and talent;

— appointing, training and developing the skills of employees to achieve the company’s short- and long-term goals;

- overseeing the Company’s activities and providing administrative and technical support to the Executive
Management; and

— supporting quality control activities and promoting a culture of quality.

The CEO receives a monthly salary, housing and transportation allowances, and an annual fixed bonus. The CEO is
also entitled to an annual bonus for achieving or exceeding the required target, paid every three years based on the
recommendation of the Nomination and Remuneration Committee with Board approval.

The CEO'’s tenure is determined under his/her employment contract, which is automatically renewed by the Company.

CFO

The Company’s CFO is Jawhar Igbal Sheikh, who was appointed under a contract of employment with the company on
26/01/1441H (corresponding to 25/09/2019G) for a period of three years, automatically renewed.

The CFO receives a monthly salary and housing and travel allowances, as well as an annual performance-based bonus.

Except as disclosed in the Subsection 12.11 “Related Party Transactions” of Section 12 (“Legal Information”) of this
Prospectus, the Directors, Secretary and Senior Management confirm that neither they nor their relatives have any
interest in any agreement or contract effective or expected to concluded at the date this Prospectus is submitted.

5.8 Remuneration and Compensation of Directors and Executive Man-
agement

Pursuant to the Company’s Bylaws, the Ordinary General Assembly shall determine the Directors’ remuneration. Each
Director shall receive an annual bonus of three hundred thousand Saudi Riyals (SAR 300,000), subject to the official
decisions and instructions issued by the Ministry of Commerce in this regard, and in compliance with the Companies Law
and other laws and regulations. The Directors are also entitled to meeting attendance and transportation allowances as
determined by the Board in accordance with the regulations, decisions and instructions issued by the competent Saudi
authorities.

Pursuant to Paragraph (3) of Article (76) of the Companies Law, the total remuneration received by a Director shall not
exceed five hundred thousand Saudi Riyals (SAR 500,000) annually. The General Assembly shall determine the Directors’
remuneration.

The General Assembly must approve the Board’s remuneration and compensation. Directors are not entitled to vote on
such remuneration and compensation.




The Company approved an additional monthly bonus for the Chairman of the Strategic Committee (who is also the
Chairman of the Board), Saud Huwaimel Farraj Al Dosari, for the administrative and advisory services he provides to the
Company ex officio. He also received an annual bonus for the Company’s performance at the recommendation of the
Nomination and Remuneration Committee with Board approval. The Chairman of the Executive Committee received all
remuneration for previous years based on the recommendation of the Nomination and Remuneration Committee with
Board approval. The Company also approved an additional bonus for the Director of SME Finance, the Collections Director,
the Director of Customer Care, and the Director of Sales and Marketing for their performance and achievement of their
assigned targets, which is reflected in the Company’s performance, based on the recommendation of the Nomination and
Remuneration Committee with Board approval.

The following table sets out the details of the remuneration and compensation of Directors, Committee members and top
five Senior Executives (including the CEO and CFO) for the financial years ended 31 December 2018G, 2019G and 2020G.

Table 53: Remuneration and Compensation of Directors and Top Five Senior Executives in 2018G, 2019G

and 2020G.
Description 2018G 2019G 2020G
(SAR thousands) (SAR thousands) (SAR thousands)
Directors 2,700 2,700 2,700
Committee Members* 4,386 4,388 4,358
'g:%ftlf senior executives, including CEO and 15,731 19,758 21435
Total 22,817 26,84 28,493

Source: The Company

* Including all remunerations received by the members of the Committes and the Chairman of the Strategic Committee Saud Huwaimel
Farraj Al Dosari, (who is also the Chairman), which amounted to 3.7 million SAR annually for each of the fiscal years 2018G, 2019G and
2020G, for the administrative and advisory services he provides to the Company. The Company ceased paying these remunerations to
the Chairman of the Strategic Committee as of 1/1/2021G.

** |n addition to the bonuses paid to the CEO in his capacity as member of the Board of Directors.

5.9 Corporate Governance

The Company'’s policy is to adopt high standards of corporate governance. The Directors undertake to comply with the
Corporate Governance Regulations issued by the CMA. The CMA issued the Corporate Governance Regulations on
16/05/1438H (corresponding to 13/02/2017G), as amended on 01/06/1441H (corresponding to 14/014/2021G), which
entered into force as of 22/4/2017G, with the exception of specific provisions that entered into force on 31/12/2017G.

The Company adopted its Internal Corporate Governance Manual pursuant to the Board of Director’s decision dated
23/02/1441H (corresponding to 23/10/2019G), the General Assembly’s decision dated 25/01/1441H (corresponding
to 24/09/2019G) and Article (94) of the Corporate Governance Regulations. The bylaws of the Audit Committee were
approved in the General Assembly held on 05/07/1442H (corresponding to 17/02/2021G) in accordance with Article (54)
of the Corporte Governance Manual. The General Assembly also approved the regulations and policies that require
its approval in accordance with the provisions of the Corporate Governance Regulations pursuant to its resolutions
dated 25/01/1441H (corresponding to 24 /09/2019G) upon the suggestion of the Board of Directors dated 23/02/1441H
(corresponding to 23/10/2019G). In addition, the Company adopted a clear policy for the remuneration of the Directors,
Board committee members and Executive Management in the Nomination and Remuniration Manual pursuant to the
General Assembly’s decision dated 05/07/1442H (corresponding to 17/02/2021G). The Company also agreed on the
conflict of interest policy pursuant to the Board of Director’s decision dated 23/02/1441H (corresponding to 23/10/2019G).
The Internal Corporate Governance Manual and the relevant Manuals include provisions related to the following:

a. Shareholders’ rights;

b. the Board of Directors (including Board formation and membership, Board meetings and working procedures,
the Board’s competencies, duties and powers, and development, support, assessment and remuneration);

c. Board Committees;




d. Executive Management and administrative committees;
e. control and internal audit;

f.  the Auditor;

g. disclosure and transparency;

h. internal policies; and

i. document retention.

The Company’s internal governance regulations are a set of rules and standards that define and regulate the duties and
responsibilities of the Company’s Management, Board and Board committees, and ensure compliance with the best
corporate governance practices in order to protect the rights of Shareholders and stakeholders. The primary objective
of the Internak Corporate Governance Manual is to maintain the Company’s increased value to stakeholders. To this end,
the principles of effective oversight and management must be defined. The Company believes that these governance
principles must be clear to all stakeholders, in order to secure their rights and enhance their participation in the corporate
governance process.

The Board intends to review the Internal Corporate Governance Manual at least once a year and make the changes it
deems necessary, as required by any applicable laws and regulations, and implement such in line with best practices.

As at the date of this Prospectus, the Company is in compliance with the mandatory provisions of the Corporate
Governance Regulations, except for the following articles:

a. Paragraph (a) of Article (8) providing that upon calling for a meeting of the General Assembly, the Company shall
announce information about the nominees for Board membership on the Exchange’s website.

b.  Paragraph (c) of Article (8) which restricts voting in the General Assembly for the nominees whose information
were announced in accordance with Paragraph (a) of Article 8 above.

c. Paragraph (d) of Article (13) which provides that the Company must publish the General Assembly invitation on:
(i) the website of the CMA;; (ii) the Company’s website; and (iii) in a daily newspaper distributed in the area where
the Company’s head office is located.

d. Paragraph (c) of Article (14) providing that the Company must make all information related to the agenda of the
General Assembly available through the website of the financial market and the Company’s website. The Article
further provides that the Company must make available information related to the items on the agenda of the
General Assembly, especially the report of the Board of Directors, the Auditor, the financial statements and the
report of the Audit Committee.

e. Paragraph (e) of Article (15) providing that the Company notifies the public and the CMA of the results of the
General Assembly immediately upon its conclusion.

f.  Paragraph (d) of Article (17) providing that the Company notify the CMA of Directors’ names and membership
capacity and any changes affecting their membership.

g. Paragraph (b) of Article (19) providing that upon termination of a Director's membership, the Company shall
promptly notify the CMA and the Exchange, and specify the reasons for such termination.

h.  Article (68) providing that the Company publish a nomination announcement on the websites of the Company
and the Exchange to invite persons wishing to be nominated for Board membership.

The Company currently does not comply with the above articles of the Corporate Governance Regulations, given that it is
a closed joint stock company and the Company’s shares have not been listed on the Exchange. The Directors undertake
to comply with these articles as soon as the CMA issues its approval for the listing of the Shares on the Exchange. In
addition, the Directors confirm that the Company is currently in compliance with all other provisions of the Corporate
Governance Regulations and the Companies Law. The Company has not to date amended its Bylaws, nor consequently
the Company’s internal governance regulations, to be in line with the latest amendments to the Companies Law. The
Directors undertake to amend the Bylaws in the first Extraordinary General Assembly following the Offering and to comply
with all decisions and instructions issued by the CMA in relation to the Corporate Governance Regulations.




The Company has eight permanent committees, namely: (i) the Shariah Committee, (ii) the Audit Committee, (iii) the
Nomination and Remuneration Committee, (iv) the Risk Committee, (v) the Executive Committee, (vi) the Credit
Committee, (vii) the Assets-Liability Committee, and (viii) the Strategic Committee (for further details, please see Section
5.6 “Internal Committees and Responsibilities thereof”). The Company’s Board of Directors consists of nine members,
eight of whom are non-executives, and three independent members, in accordance with the provisions of the Corporate
Governance Regulations.

5.91 Objectives of the Company’s Corporate Governance Manual

The objective of the Company’s Corporate Governance Manual is to enhance the Company’s strength and competitiveness
by creating a strong control environment and an integrated risk management culture, in compliance with Shariah principles.

The Company’s Corporate Governance Manual focuses on managing the relationships between the Company’s Board,
Management and Shareholders. Its objective is to:

a. enhance the role of the Company’s Shareholders and facilitate the exercise of their rights;
b. specify the competencies and responsibilities of the Board and the Executive Management;

c. enhance the role of the Board and the Committees and develop their capabilities in order to enhance the
Company'’s decision-making mechanisms;

d. enhance the Company’s reputation through further transparency;

e. allowentities to demonstrate their ability to perform their legal and ethical obligations as well as their obligations
to Shareholders;

f. develop accurate standards for accountability;

g. help uncover fraud, dishonesty and unethical behaviour;

h.  provide strategic guidance and adopt the Company’s strategies;

i.  monitor the Management’s performance;

j- oversee financial performance; and

k. ensure that the Company puts in place appropriate policies, procedures and processes for risk management

and internal control.

5.9.2 Access to and Approval of the Company’s Governance Manual and
Amendments Thereto

a. The Manual has been prepared in accordance with the Kingdom's applicable laws, including the Implementing
Regulations of the Finance Companies Control Law issued by SAMA and others issued by the Ministry of
Commerce, in addition to the Corporate Governance Regulations issued by the CMA Board.

b. The Manualis first adopted by the Board, and then presented to the Shareholders’ General Assembly for review
and approval. The Secretary is responsible for maintaining the Manual.

c. The Board shall review the Manual at least once a year to add necessary amendments and updates, as it deems
appropriate.

d. The Manual must be read in conjunction with the Company’s Bylaws and the Kingdom’s applicable laws. If there
is any conflict between the Manual and the Company’s Bylaws or any other applicable laws, the latter shall
prevail. Furthermore, if there is any conflict between the Manual and any current or future Company documents,
the Secretary shall be informed of such in order to clarify the matter.

e. The Company’s Internal Governance Manual is available on the Company’s website.




510 Conflicts of Interest

Neither the Company’s Bylaws nor the Company’s internal regulations and policies grant a Director or CEO the power to
vote on any contract or transaction in which they have a direct or indirect interest pursuant to Article 71 of the Companies
Law, nor to participate in any business that aims to compete with the Company pursuant to Article 72 of the Companies
Law.

Accordingly, a Director must inform the Board of any personal interest they may have in transactions or contracts
concluded for the Company’s account. The Chairman shall notify the Ordinary General Assembly when it convenes of
the transactions and contracts in which any Director has a personal interest. Such notification shall be accompanied by
a special report from the auditor. This declaration must be recorded in the minutes of the meeting, and the interested
Director shall not participate in voting on the resolution to be adopted in this respect. Based on the above, the Directors
shall acknowledge that:

e theywill complywith Articles 71 and 72 of the Companies Law and Articles 44 and 46 of the Corporate Governance
Regulations;

e they will not vote on General Assembly resolutions related to any Related Party transaction or contract in which
the Directors have a direct or indirect interest; and

e they will not compete with the Company’s business without the approval of the Ordinary General Assembly in
accordance with Article 72 of the Companies Law.

Except for what is mentioned in Section 12.11 “Related Party Transactions” of this Prospectus, the members of the Board
of Directors, any of the senior executives, the Secretary of the Board, or any of their relatives or affiliates have no interest
in any existing contracts or transactions whether written or verbal under consideration or contemplated with the Company
up to the date of this Prospectus.

The following table shows the percentage of direct and indirect ownership of board members who have direct or indirect
ownership in the company as on the date of this Prospectus:

Table 54: Members of the Board of Directors of the Company

Indirect Ownership'

Direct Ownership' (%) (%)

Nation- Membership

Name Title ality Status Pre- Post- Pre- Post-
Offering Offering Offering Offering
Saud Huwaimel Farraj Al Chairman of Saudi Non-. 7.866% 5113% ) )
Dosari the Board executive
Abdulaziz Saud O Al Non-
ulaziz saudmar Vice Chairman  Saudi o 7252%  4.714% . .
Blehed executive
Fahd bin Saleh bin ) ) Non- o o
Mohammed Al Musbahi? Director Saudi executive i ’ 0.056% 0.037%
Mohammed bin Ali bin ) ) o o
Mohammed Al Hokal Director Saudi Independent = 4.540% 2.951%
Director / CEO
Abdulmoh Abdulrah
UImonsen AbAUIranman -y - naging  Saudi  Executive  2.434%  1582%  0.801%  0.520%
Musaed Al Sowailem? )
Director
B in Moh i Non-
andar bin Mohammed bin Director Saudi o - . 0.067%  0.043%
Ahmed Al Bayez* executive

Source: The Company
1 Direct and indirect ownership percentages are approximate.

2 The indirect ownership of Fahd bin Saleh bin Mohammed Al Musbahi results from his direct ownership of 0.08% in FALCOM Holding
Company, which owns 73.855% in the Company.
3 The indirect ownership of Abdulmohsen Abdulrahman Musaed Al Sowailem results from his direct ownership of 1.08% in FALCOM

Holding Company, which owns 73.855% in the Company.

4 The indirect ownership of Bandar bin Mohammed bin Ahmed Al Bayez results from his direct ownership of 0.09% in FALCOM Holding
Company, which owns 73.855% in the Company.




511  Cases Of Bankruptcy And Insolvency Of Members Of The Board Of
Directors And Executive Management

There are no cases of bankruptcy for members of the Board of Directors, members of the Executive Management or the
Secretary of the Board of Directors as on the date of this Prospectus. Further, there are no cases of insolvency in the
previous five years for a company in which any of the Board Members, members of the Executive Management or the
Secretary of the Board of Directors was appointed by the insolvent company in an administrative or supervisory position.

512 Direct And Indirect Interests Of Board Members And Executive Man-
agement

None of the members of the Board of Directors, the Executive Management, the Secretary of the Board of Directors or any
of their relatives has any direct or indirect interest in the shares and debt instruments of the Company, and any interest
in any other matter that may affect the business of the Company, except for what is disclosed in Section 5.3 “Board of
Directors and Board of Secretary”, Section 5.7 “Executive Management” and Section 12.11 “Related Party Transactions”
of this Prospectus.

Further, none of the members of the Board of Directors, the Executive Management, the Secretary of the Board of
Directors or any of their relatives has an interest in any contract or agreement valid or intended to be concluded as on
the date of this Prospectus in the Company’s business, except for what was disclosed in Section 12.11 “Related Party
Transactions” of this Prospectus.

513 Employee Shares

The Company does not have any employee share incentive programs in place prior to the application for registration and
Offering subject to this Prospectus.




6- Management’s Discussion and Analysis of Financial Condi-
tion and Results of Operations

This Section provides an analysis of the operational performance and financial position of the Company for the financial
years ended 31 December 2018G, 2019G and 2020G, and the three-month period ended 31 March 2021G.

All amounts stated in this Section are presented in Saudi Riyals (SAR), and all percentages are rounded to the nearest
decimal point. Therefore, a calculation of the percentage increase/decrease based on amounts presented in tables within
this Section (shown in thousands) may not be exactly equivalent to the corresponding percentages as stated in tables.
In addition, for the purposes of this Section, the financial information as at and for the years ended 31 December 2018G
and 2019G has, unless otherwise indicated, been derived without material adjustment from the comparative columns of
the 2019G Financial Statements and 2020G Financial Statements, respectively. The financial information as at and for
the year ended 31 December 2020G has, unless otherwise indicated, been derived from the 2020G Financial Statements
(for further information, please refer to pages F-59 and F-92 of the 2019G Financial Statements and 2020G Financial
Statements, respectively). The financial information for the three-month period ended 31 March 2020G and the three-
month period ended 31 March 2021G was derived 2021G Three Month Interim Period Financial Statements. The financial
information has not undergone any significant change (unless mentioned otherwise). These financial statements are
included in Section 19 (“Financial Statements and Auditor’s Report”) of this Prospectus.

This Section may include data of forward looking nature about the Company’s future projections based o Executive
Management’s plans and current expectations for the Company’s growth, results of operations, and financial condition.
Therefore, they may entail risks and uncertainties. The Company’s actual results could differ materially from those
expressed or implied in such forward looking statements due to various factors and future events, including those
discussed within this section and elsewhere in the Prospectus, particularly, in Section 2 (“Risk Factors”).

6.1 Directors’ declaration for Financial Statements

Refer to “Directors’ Declarations” section 11 of the Prospectus

6.2 Company overview

Nayifat Finance Company (“Nayifat” or the “Company”) was registered as a Closed Joint Stock Company under Commercial
Registration Number 1010176451 issued in Riyadh on 9th Jumada Al-Akhirah 1431H (corresponding to 23 May 2010G). In
accordance with the Law of Supervision of Finance Companies, SAMA granted the Company a license to operate as
financing company under the name of Nayifat Finance Company.

Pursuant to SAMA license No. 5/ASh/201312 dated 28 Safar 1435H (corresponding to 31 December 2013G), renewed on
23 Dhu'l-Hijjah1439 (corresponding to 3 September 2018G), expiring on 26 Safar 1445H (corresponding to 12 September
2023G), the Company is authorized to engage in the following activities:

e Consumer finance

e |easefinance

e  Small and medium enterprise finance

e Credit Card Finance

The Company obtained a non-objection letter from SAMA to operate in FinTech through its newly launched crowdfunding
platform “ULend” on 19 April 2020G.

The Company offers its services via following products:

6.21 Tawarruq

A contract whereby the Buyer (Customer) purchases a commodity or an asset from a Seller (Company) on a deferred
payment basis. The selling price by the company comprises the cost plus an agreed profit margin. The Buyer sells the
same commodity or an asset to a third party on a spot payment basis at market price to raise the needed cash.




6.2.2 Murabaha

A contract whereby the Company sells to customers a commodity or an asset, which the company has purchased and
acquired, based on promise received from customer to buy. The selling price comprises the cost plus an agreed profit margin.

6.2.3 ljarah

ljarah is an agreement whereby the Company, acting as a lessor, purchases or constructs an asset for lease according to
the customer (lessee) request, based on his promise to lease the asset for an agreed rent and for a specific period. ljarah
could end by transferring the ownership for the leased asset to the lessee.

6.3 Key factors affecting the results of operation

The following is a discussion of the most significant factors that have affected, or are expected to affect Nayifat's financial
conditions and results of operations. These factors are based on the information currently available to the Management
and may not represent all of the factors that are relevant to an understanding of the Company’s current or future results
of operations. Please see the “Risk Factors” and “Important Notice” sections of this Prospectus.

6.3.1 Access to adequate financing

Nayifat future growth of finance portfolio is to a large extent dependent on the Company’s access to commercial financing
from the banks. In order to meet its funding requirements and finance its loan portfolio, Company relies on its capital base
and medium to long term financing from local commercial banks. The Company has utilized 26.3% of the total facilities
with available headroom of SAR 1.6 billion (73.7%) as at 31 March 2021G.

In addition to above, SAMA has issued new ‘Deposit Taking Finance Companies (DTFCs) Regulations 2020’ in November
2020G allowing the finance companies to take time / term deposits after obtaining approval from SAMA. The Company
can also resort to other sources of funding i.e. sukuk issuance and securitization of portfolio, if required.

As a best practice, Nayifat has established and maintained a liquidity contingency fund pursuant to its Board approval. The
objective of this reserve is to provide an additional liquidity backstop to the Company, in order to meet its funding needs
under any unexpected events, adverse economic conditions, market fluctuations and earnings problems that may result
in liquidity constraints. The balance of this liquidity contingency fund amounted to SAR 70.0 million as at 31 March 2021G.

6.3.2 Portfolio growth and quality

The ability to strike the optimum balance between continued portfolio growth while ensuring that the quality of the
portfolio is not compromised is critically important as this may impact Company’s results of operations. A deterioration
in portfolio quality going forward may result in higher provisioning and/or write-off charges, which in turn will adversely
impact Company'’s operating and net margins.

Moreover, the Company’s portfolio mainly comprised of consumer loans with low exposure towards Small and Medium
Enterprises (“SMEs"). The consumer loans represented 95.7% and 92.4% of the total gross financing portfolio at 31
December 2020G and 31 March 2021G, respectively.

Portfolio composition table

Porfolio composition

SAR’000 31 December 2018 31 December 2019 31 December 2020 31 March 2021
Consumer 2,148,080 2,637,689 2,237,006 2,221,028
SME - 34,640 100,507 176,325
Total 2,148,080 2,672,329 2,337,513 2,397,353
%

Consumer 100.0% 98.7% 95.7% 92.6%
SME - 1.3% 4.3% 7.4%

Source: Management information




However, the Company re-launched its SME segment in 2019G with financing through the Monshaat program
(Government backed low-cost funding and refinance), Kafalah program (self-financing with Government guarantee) and
Fintech platform (involving strategic investors). As a result, the total gross receivables from SME segment increased from
SAR 34.6 million at 31 December 2019G to SAR 176.3 mvillion at 31 March 2021G.

Further, the Company also diversified its product suite through launch of the credit cards business and Fintech platform
in 2020G after obtaining approval from SAMA. The Company is continuously seeking to expand its customer base and
its financing portfolio. Management is focused on increasing financing portfolio diversification with respect to economic
sectors, and by introducing new products. Management expects that this diversification should provide both opportunities
for growth as well as a means to managing risks.

Portfolio composition by product table

Porfolio composition

SAR’'000 31 December 2018 31 December 2019 31 December 2020 31 March 2021
Tawarruq 2,147,884 2,672,297 2,337,487 2,397,327
ljarah 56 - - -
Murabaha 140 32 26 26
Total 2,148,080 2,672,329 2,337,513 2,397,353
%
Tawarruq 99.99% 99.9% 99.9% 99.9%
ljarah 0.003% - - -
Murabaha 0.007% 0.1% 0.1% 0.1%

Source: Management information

Tawarroq is considered to be the key product of the Company between 31 December 2018G and 31 March 2021G. It
accounted for 99.9% of the total portfolio between 31 December 2018G and 31 March 2021G.

6.3.3 Islamic borrowing rate

Three months

% Financial year ended as at 31 December period ended as at
31 March
2018G 2019G 2020G 2021G
Average lending rate 23.0% 24.8% 25.3% 25.3%
Net profit rate spread 171% 18.5% 20.2% 221%

Source: Management information

Since the Company is largely dependent on the bank borrowings for funding its portfolio, it is exposed to profit rate risk.
As at 31 March 2021G, the financial liabilities of SAR 548.2 million were based on floating rates and not subject to profit
rate swap, therefore, a 100 basis points change in commission rates could have approximately a SAR 5.5 million annual
impact on the Company’s profitability. The Company monitors the fluctuations in the commission rates on a regular
basis and respond appropriately to minimize the profit rate risk by adjusting the lending rates for future contracts. The
Company has available hedging limits as part of its financing agreements, however, opts not to utilize these in view of the
low profit rate environment.




6.3.4 Net profit rate spread

Three months

Financial year ended as at 31 December period ended as at
31 March
2018G 2019G 2020G 2021G
Average borrowing rate 5.9% 6.3% 51% 3.3%
Average lending rate 23.0% 24.8% 25.3% 25.3%
Net profit rate spread 171% 18.5% 20.2% 221%

Source: Management information

Net profit spread represents the difference between the lending rate and the borrowing rate of the Company. Efficient
management of the net profit rate spread is a key factor, which can impact the Company’s operations. Therefore, inability
to pass on the increase in borrowing rate to the customers will have a negative effect on the Company’s net margins. The
average net profit rate spread amounted to 22.1% (with derivative impact) as at 31 March 2021G (while the average lending
rate stood at 25.3% as at 31 March 2021G, the average borrowing rate amounted to 3.3% as at the same date).

Management is proactive in managing the net profit rate spread and any increase in the borrowing cost could be passed
on to the new customers by adjusting the future contracts.

6.3.5 Ability to retain experienced management

An experienced management team with in-depth knowledge of the financial services is one of the key factors that has
resulted in the effective management of the Company’s operations over the years. The Company holds an experienced
senior management, therefore, retention of the experienced team is a key factor for Company’s growth and effective
management of operations.

6.3.6 Impact of changes in SAMA rules and regulations on the Company

Nayifat is currently a financing company governed by SAMA under the ‘Implementing Regulation of the Finance
Companies’ and ‘Responsible financing Framework’. Changes in the rules and regulations have a considerable impact on
the operations as well as the performance of the Company.

During the period under analysis, the average loan size declined from SAR 57,198 per booking in 2018G to SAR 40,017
per booking in 2019G. This was due to revision in the debt burden ratio by SAMA in 2019G. As per the ‘Responsible
financing Principles’ to individuals issued by SAMA under Circular No. (46538/99), following debt burden thresholds were
implemented:

Salary range (monthly) In case of no real estate finance In case of real estate finance finance
< SAR 15,000 Up to 45% of total salary Up to 55% of total salary
SAR 15,000 - SAR 25,000 Up to 45% of total salary Up to 65% of total salary
>SAR 25,000 As per credit policies of the lender

SAMA has also issued new ‘Deposit Taking Finance Companies (DTFCs) Regulations 2020’ in November 2020G allowing
the finance companies to take time / term deposits from commercial companies operating within the kingdom. However,
the Company has not yet applied for this as the application will be subject to higher provisioning policy against its financing
portfolio in case the aforementioned regulations are adopted. Company is discussing the provisioning aspect with SAMA
and has not yet decided on the timeline for entering into this business segment. It should be noted that in case the
Company starts applying the new policies, it will have to start estimating the provisions based on IFRS9 or based on the
DTFCs regulations, whichever is higher. It should be mentioned that the current provisions are being booked on the basis
of the IFRS9 standard and in case the DTFCs regulations are adopted, provisions will be also estimated based on these
regulations and the Company will be booking the higher provision (between the provision booked based on IFRS9 and the
provision booked based on the DTFCs policies).




The Company has increased its collection team and overall recovery efforts to reduce Company’s net exposure. The
Company has the policy of writing-off non-performing customers after 24 months (720 days) past due date. In view of the
write-off recoveries, and the review of the Auditor, the Company has revised the write-off policy from 24 to 48 months
with effect from 1January 2021G. As a result, no write-offs were recorded during the three months period ended 31 March
2021G. SAMA had issued a circular in November 2020G which required that the receivables to be written-off after 450
days. The effective date of the circular was 1July 2021G, however, SAMA has extended the effective date until 31 December
2023G for the said write-off policy. It should be mentioned that the SAMA has required the Company to apply the 15
months policy at the earliest. Starting the fourth quarter of 2021G and for the new products, the Company shall start
applying the new policy which requires the write-off of financial assets after 15 months of its due date. Concerning the
current portfolio, the Company will gradually apply the same period mentioned in the circular prior to 31 December 2023G.

Prior to this, Company issued loans as per Company’s discretion based on its credit scoring criteria which went up to 70%
of income in the absence of any mortgage

6.4 Summary of significant accounting policies

Accounting policies have been included in the ‘Financial Statements and Auditor’s Report’ section of this Prospectus,
which have been applied in the year ended 31 December 2018G, 2019G, and 2020G.

The 2018G Financial Statements have been prepared in accordance with International Financial Reporting Standards
(IFRS) as modified by SAMA for the accounting of Zakat and income tax. The 2019G Financial Statements and 2020G
Financial Statements have been prepared in accordance with IFRS. Below is a summary of significant accounting policies
applied by the Company in preparing the Financial Statements:

6.41 New standards and interpretations not yet adopted

The new standards and amendments to existing standards and interpretations, which are effective for annual periods
beginning on or after January 1, 2021G have not been applied in preparing these financial statements. None of these
standards is expected to have a significant effect on the financial statements of the Company.

6.4.2 Functional and presentation currency

The Company’s financial statements are preented in Saudi Arabian Riyals since this is the Company’s functional and
presentation currency.

6.4.3 Cash and cash equivalents

Cash and cash equivalents consist of cash balances and short-term bank deposits with original maturities of three months
or less, which are available to the Company without any restrictions.

6.4.4 Term deposits

Term deposits include placements with banks and other short-term liquid investments with original maturities of more
than three months but not more than one year from the purchase date.

6.4.5 Islamic financing receivables (IFR)

IFR comprising of Tawarruq and Islamic credit cards originated by the Company, are initially recognized at fair value
including transaction costs when cash is advanced to customers. Subsequently, these financial assets are measured
at amortized cost. For presentation purposes, the unearned finance income and provision for impairment are deducted
from the gross receivables.

6.4.6 Repossessed assets - real estate

The Company, in the ordinary course of business, acquires real estate or other assets against settlement of finances due
(for SME finance only). These properties are held for capital appreciation, long-term rental yields or both. These assets are
initially recognized at fair value. Subsequent to initial recognition, these are carried at cost less accumulated depreciation
and accumulated impairment losses, if any. Any rental income is charged to statement of comprehensive income.




6.4.7 Intangible assets

Recognition and measurement

Intangibles assets acquired by the Company are measured at cost less accumulated amortization and accumulated
impairment losses, if any. Subsequent expenditures on intangible assets are capitalized only when it increases the future
economic benefits embodied in the specific asset to which it relates. All other expenditures are expensed as incurred.

Amortization

Amortization is calculated over the cost of the asset, or other amount substituted for cost, less its residual value.
Intangible assets are amortized on a straight-line basis in the statement of comprehensive income over its estimated
useful life which ranges from 3 to 7 years, from the date on which it is available for use since this most closely reflects the
expected pattern of consumption of the future economic benefits embodied in the asset. Amortization methods, useful
lives and residual values are reviewed at each reporting date and adjusted if appropriate.

6.4.8 Property and equipment

Recognition and measurement

Items of property and equipment are measured at cost less accumulated depreciation and accumulated impairment
losses, if any. Cost includes expenditures that are directly attributable to the acquisition of the asset. Any gain or loss on
disposal of an item of property and equipment (calculated as the difference between the net proceeds from disposal and
the carrying amount of the asset) is recognized within other income in statement of comprehensive income.

Subsequent costs

Subsequent expenditures are capitalized only when it is probable that the future economic benefits of the expenditures
will flow to the Company. Ongoing repairs and maintenance are expensed as incurred.

Depreciation

Depreciation is calculated on the depreciable amount, which is the cost of an asset, or other amount substituted for cost,
less its residual value. Depreciation is recognized in the statement of comprehensive income on a straight-line basis over
the estimated useful lives of each part of an item of property and equipment.

Leased assets are depreciated over the shorter of the lease term and their useful lives unless it is reasonably certain that
the Company will obtain ownership by the end of the lease term. Land is not depreciated. The estimated useful lives were
as follows:

e Building Freehold improvements 3 to 10 years
e |easehold improvements 5 years or a period of lease whichever is lesser

e Furniture and office equipment 3 to 10 years

6.4.9 Provisions

Provisions are recognized when; the Company has a present legal or constructive obligation as a result of a past event; it
is probable that an outflow of resources will be required to settle the obligation; and the amount can be reliably estimated.

6.4.10 Impairment of non-financial assets

Non-financial assets, subsequent to depreciation and amortization, are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognized
for the amount by which the carrying amount of the asset exceeds its recoverable amount, which is the higher of an
asset’s fair value less cost to sell and value in use. For the purpose of assessing impairment, assets are grouped at
lowest levels for which there are separately identifiable cash flows (cash generating units). Non-financial assets that
suffered impairment are reviewed for possible reversal of impairment at each reporting date. Where an impairment loss
subsequently reverses, the carrying amount of the asset or cash-generating unit is increased to the revised estimate of
its recoverable amount, but the increased carrying amount should not exceed the carrying amount that would have been
determined, had no impairment loss been recognized for the assets or cash-generating unit in prior years. Areversal of an
impairment loss is recognized as income immediately in the statement of comprehensive income.




6.411 End of service benefits

Employee termination benefits are payable as a lump sum to all employees, under the terms and conditions of Saudi
Labor Laws applicable on the Company, on termination of their employment contracts. End of service payments are
based on employees’ final salaries and allowances and their cumulative years of service, as stated in the laws of the
Kingdom of Saudi Arabia. The calculation of obligation is performed using the projected unit credit method to make a
reliable estimate of the ultimate cost to the Company of the benefit payable to employees. Actuarial gains or losses on
remeasurement of obligation are recognized immediately in the statement of other comprehensive income.

Actuarial gains and losses represent changes in the present value of the obligation resulting from experience adjustments
and the effects of changes in actuarial assumptions.

6.4.12 Revenue recognition

Income from Islamic financing receivables is recognized in the statement of comprehensive income using the effective
yield method, using the applicable effective profit rate (“EPR”), on the outstanding balance over the term of the contract.
The calculation of the EPR includes transaction costs, fees and commission income received that are an integral part of
the EPR. Transaction costs include incremental costs that are directly attributable to the acquisition of the financial asset.

Other income is recognized on accrual basis as the services are rendered.

6.4.13 Financial Instruments
a. Initial recognition

The Company initially recognizes financial assets and financial liabilities when it becomes party to the contractual
provisions of the financial instrument.

b. Classification

®* The Company classifies its financial assets in the following measurement categories:

® those to be measured subsequently at fair value (either through other comprehensive income, or through
statement of comprehensive income (SOCI), and those to be measured at amortized cost.

Debt instruments

Debt instruments are those instruments that meet the definition of a financial liability form the issuer’s perspective.

Classification and subsequent measurement of debt instruments depend on:

® The Company’s business model for managing the asset; and

e The contractual cash flow characteristics of the asset.

Business model: The business model reflects how the Company manages the assets in order to generate cash flows. That
is, whether the Company’s objective is solely to collect the contractual cash flows from the assets or is to collect both the
contractual cash flows and cash flows arising from the sale of assets. If neither of these is applicable (e.g. financial assets
are held for trading purposes), then the financial assets are classified as part of ‘other’ business model and measured at
FVSI.

SPPP: Where the business model is to hold assets to collect contractual cash flows or to collect contractual cash flows
and sell, the Company assesses whether the financial instruments’ cash flows represent solely payment of principal
and profit (the “SPPP” test). In making this assessment, the Company considers whether the contractual cash flows
are consistent with a basic lending arrangement i.e. profit (or special commission income) includes only consideration
for the time value of resources, credit risk, other basic lending risks and a profit margin that is consistent with a basic
lending arrangement. Where the contractual terms introduce exposure to risk or volatility that are inconsistent with a
basic lending arrangement, the related financial asset is classified and measured at FVSI.

Based on these factors, the Company classifies its debt instruments into one of the two measurement categories as
described in (c) below.




Equity instruments

Equity instruments are instruments that meet the definition of equity from the issuer’s perspective; that is, instruments
that do not contain a contractual obligation to pay and that evidence a residual interest in the issuer’s net assets.

Classification and subsequent measurement of Company’s equity instruments is described below.

c. Measurement

At initial recognition, the Company measures financial assets at its fair value plus, in the case of a financial asset not at fair
value through SOCI, transaction costs that are directly attributable to the acquisition of financial asset. Transaction costs
of financial assets carried at (FVSI) are expensed in SOCI.

Subsequent measurement of debt instrument

It depends on the Company’s business model for managing the assets and the cash flow characteristics of the assets. The
Company classifies its debt instruments into three measurement categories:

1-  Amortized cost: Assets that are held for collection of contractual cash flows where those cash flows represent
solely payment of principal and profit are measured at amortized cost. A gain or loss on a debt instrument that is
subsequently measured at amortized cost and is not part of the hedging relationship is recognized in SOCl when
the asset is derecognized or impaired. Profit from these financial assets is calculated based on the effective yield
method. Accordingly, net investment in leases and Islamic financing receivables has been classified as financial
assets under amortized cost.

2- Fairvalue through other comprehensive income (FVOCI): Assets that are held for collection of contractual cash
flows and for selling the financial assets, where the assets’ cash flows represent solely payments of principal
and profit, are measured at fair value through other comprehensive income (FVOCI). Movements in the carrying
amount are taken through OCI, except for the recognition of impairment gains or losses, profit on financial
instruments (revenue) and foreign exchange gains and losses which are recognized in profit and loss. When
the financial asset is derecognized, the cumulative gain or loss previously recognized in OCl is reclassified from
equity to SOCI and recognized in other gains/(losses). Profit from these financial assets is included in finance
income using the effective yield method.

3- Fairvalue through statement of income (FVSI): Assets that do not meet the criteria for amortized cost or FVOCI
are measured at fair value through SOCI. A gain or loss on a debt investment that is subsequently measured at
fair value through SOCI and is not part of a hedging relationship is recognized in SOCI and presented net in the
SOCI statement within other gains/(losses) in the year in which it arises. Profit from these financial assets is
included in the finance income.

Subsequent measurement of equity instruments

The Company subsequently measures all equity investments at FVSI, except where the Company has elected, at initial
recognition, to irrevocably designate an equity investment at FVOCI. The Company’s policy is to designate equity
investments as FVOCI when those investments are held for purposes other than to trade. When this election is used,
fair value gains and losses are recognized in other comprehensive income and are not subsequently reclassified to the
statement of profit or loss, including on disposal. Impairment losses (and reversal of impairment losses) are not reported
separately from other changes in fair value. Dividends, when representing a return on such investments, continue to be
recognized in the statement of income when the Company’s right to receive payments is established.

a. Impairment of financial assets

The Company assesses on a forward-looking basis the expected credit losses associated with its financial assets carried
at amortized cost. The measurement of expected credit losses reflects:

e Anunbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes;

e The time value of resources; and

® Reasonable and supportable information that is available without undue cost or effort at the reporting date
about past events, current conditions and forecasts of future economic conditions.




b. Definition of default:

The Company considers a financial asset to be in default when:

e the borrower is unlikely to pay its credit obligations to the Company in full; or

e the borrower is past due more than 90 days on any material credit obligation to the Company.
In assessing whether a borrower is in default, the Company considers indicators that are:

e qualitative - e.g. breaches of covenant;

e quantitative - e.g. overdue status and non-payment on another obligation of the same issuer to the Company;
and

® based on data developed internally and obtained from external sources.

Inputs into the assessment of whether a financial instrument is in default and their significance may vary over time to
reflect changes in circumstances.

c. Staging criteria:
The financial assets of the Company have the following staging criteria:

1-  Performing (Stage 1): these represent the financial assets where customers have a low risk of default and a
strong capacity to meet contractual cash flows. The Company’s Islamic finance receivables primarily represent
retail and consumer loans and therefore management believes that past due information is the most appropriate
basis for assessing the increase in credit risk and based on management experience and analysis, the balances
which are less than 60 days past due do not result in significant increase in credit risk and are considered as
performing. The Company measures the loss allowance for performing financial assets at an amount equal to
12-month expected credit losses. Where the expected lifetime of an asset is less than 12 months, expected
losses are measured at its expected lifetime. 12-month expected credit losses are the portion of expected
credit losses that results from default events on the financial assets that are possible within 12 months after the
reporting date.

2- Underperforming (Stage 2): these represent the financial assets where there is a significant increase in credit
risk and that is presumed if the customer is more than 60 days past due in making a contractual payment/
installment. The Company measures the loss allowance for underperforming financial assets at an amount equal
to lifetime expected credit losses.

3- Non-performing (Stage 3): these represent defaulted financial assets. A default on a financial asset is considered
when the customer fails to make a contractual payment/installment within 90 days after they fall due. The
Company measures the loss allowance for non-performing financial assets at an amount equal to lifetime
expected credit losses.

d. Write-off

Financial assets are written-off, when the Company has concluded that there is no reasonable expectation of recovery.
Where financial assets are written off, the Company continues to engage enforcement activities to attempt to recover the
receivable due. Where recoveries are made, after write-off, they are presented as part of provision for impairment in the
statement of comprehensive income/loss.

Measurement of ECL:

The key inputs into the measurement of ECL are the term structure of the following variables:

e probability of default (PD);
e J|oss given default (LGD);
e exposure at default (EAD).

The Company considers the probability of default upon initial recognition of asset and whether there has been a significant
change in credit risk on an ongoing basis throughout each reporting period. The impairment model was developed
considering probability of default and loss given default which were derived from historical data of the Company and
are adjusted to reflect the expected future outcome which includes macroeconomic factors such as inflation and gross
domestic product growth rate. The Company derives the EAD from the current exposure to the counterparty and potential
changes to the current amount allowed under the contract including amortisation. The EAD of a financial asset is its gross
carrying amount.




For financial assets, a credit loss is calculated as the present value (at effective profit rate) of the difference between:
a. The contractual cash flows that are due to the Company under the contract; and
b. The cash flows that the Company expects to receive.

For credit cards, which includes both a loan and an undrawn commitment component, the Company measures expected
credit losses over the period that the Company is exposed to credit risk, that is, until the expected credit losses would be
mitigated by credit risk management actions, even if that period extends beyond the maximum contractual period. This
is because contractual ability to demand repayment and cancel the undrawn commitment does not limit the exposure to
credit losses to such contractual notice period.

e. De-recognition of financial assets

A financial asset is derecognized, when the contractual rights to the cash flows from the financial asset expire or the
asset is transferred and the transfer qualifies for de-recognition. In instances where the Company is assessed to have
transferred a financial asset, the asset is derecognized if the Company has transferred substantially all the risks and
rewards of ownership. Where the Company has neither transferred nor retained substantially all the risks and rewards
of ownership, the financial asset is derecognized only if the Company has not retained control of the financial asset. The
Company recognizes separately as assets or liabilities any rights and obligations created or retained in the process.

f. Financial liabilities - classification, measurement and de recognition

Financial liabilities are classified and subsequently measured at amortized cost using the effective yield method. The
related cost of borrowing is charged to statement of comprehensive income. The effective yield rate is the rate that
discounts the estimated future cash payments through the expected life of the financial liability to the net carrying
amount on initial recognition.

The Company derecognizes a financial liability (or a part of a financial liability) from its statement of financial position
when, and only when, it is extinguished, i.e. when the obligation specified in the contract is discharged or cancelled or
expires.

g. Modifications of financial assets and financial liabilities

1- Financial assets

If the terms of a financial asset are modified, the Company evaluates whether the cash flows of the modified asset are
substantially different. If the cash flows are substantially different, then the contractual rights to cash flows from the
original financial asset are deemed to have expired. In this case, the original financial asset is derecognized and a new
financial asset is recognized at fair value.

If the cash flows of the modified asset carried at amortized cost are not substantially different, then the modification does
not result in derecognition of the financial asset. In this case, the Company recalculates the gross carrying amount of the
financial asset and recognizes the amount arising from adjusting the gross carrying amount as a modification gain or loss
in statement of comprehensive income.

2- Financial liabilities

The Company derecognizes a financial liability when its terms are modified and the cash flows of the modified liability are
substantially different. In this case, a new financial liability based on the modified terms is recognized at fair value. The
difference between the carrying amount of the financial liability extinguished and the new financial liability with modified
terms is recognized in statement of comprehensive income.

h. Derivative financial instruments and hedge accounting

The Company uses derivative financial instruments to hedge its Islamic financing exposure to interest rates. Such
derivative financial instruments are initially recognised at fair value on the date on which a derivative contract is entered
intoand are subsequently re-measured at fairvalue. Derivatives are carried as financial assets when the fair value is positive
and as financial liabilities when the fair value is negative. Any gains or losses arising from the changes in the fair value of




derivatives are taken directly to the statement of comprehensive income, except for the effective portion of cash flow
hedges, which is recognised in the statement of comprehensive income. For the purpose of hedge accounting, hedges are
classified as cash flow hedges when hedging exposure to variability in cash flows that is either attributable to a particular
risk associated with a recognised asset or liability or a highly probable forecast transaction or the foreign currency risk
in an un-recognised firm commitment. At the inception of a hedge relationship, the Company formally designates and
documents the hedge relationship to which the Company wishes to apply hedge accounting and the risk management
objective and strategy for undertaking the hedge. The documentation includes identification of the hedging instrument,
the hedged item or transaction, the nature of the risk being hedged and how the Company will assess the effectiveness of
changes in the hedging instrument’s fair value in offsetting the exposure to changes in the hedged item’s fair value or cash
flows attributable to the hedged risk. Such hedges are expected to be highly effective in achieving offsetting changes in
fair value or cash flows and are assessed on an ongoing basis to determine that they actually have been and are expected
to be highly effective throughout the financial reporting years for which they were / are designated. Hedge accounting is
discontinued when the hedging instrument expires or is sold, terminated, or exercised, or no longer qualifies for hedge
accounting. At that time, for forecast transactions, any cumulative gain or loss on the hedging instrument recognised in
equity is retained in equity until the forecasted transaction occurs. If a hedged transaction is no longer expected to occur,
the net cumulative gain or loss recognised in equity is transferred to the SOCI for the year.

6.414 Segments

The Company’s operations are in the Kingdom of Saudi Arabia and the Company currently provides only one product
“financing to Saudi individuals from government and private sectors”. Accordingly, the Company’s operations represent
single operating segment. None of the customer generates more than 10% of the revenue. As at 31 December 2020G,
the total revenue amounting to SAR 414.5 million from external customers, includes SAR 413.5 million which relates to
Tawarruq and SAR 0.9 million related to credit cards in addition to financing SME’s and providing financial technology
solutions (Fintech) and crowdfunding for SME'’s through the electronic platform (ULend), and all Non-current assets are
in the Kingdom of Saudi Arabia.

6.4.15 Treasury shares

Own equity instruments that are re-acquired (Treasury shares) are recognised at cost and presented as a deduction from
equity and are adjusted for any transaction cost, dividends and gains or losses on sale of such shares. No gain or loss
is recognised in the statement of comprehensive income on the purchase, sale, issue or cancellation of the Company’s
own equity instruments. Any difference between the carrying amount and the consideration, if reissued, is recognised in
Retained earnings.

6.416 Leases

Leases are recognised as a right-of-use asset and a corresponding liability, at the date at which the leased asset is
available for use by the Company. Assets and liabilities arising from a lease are initially measured on a present value basis.

Lease liabilities

Lease liabilities are initially measured at the present value of the lease payments that are not paid at the commencement
date, discounted using the interest rate implicit in the lease, if that rate can be determined, or the Company’s incremental
borrowing rate. Generally, the Company uses the incremental borrowing rate as the discount rate. Lease payments
included in the measurement of lease liabilities comprise the following:

e fixed payments (including in-substance fixed payments), less any lease incentives receivable;

® variable lease payment that are based on an index or a rate;

® amounts expected to be payable by the lessee under residual value guarantees;

® the exercise price of a purchase option if the lessee is reasonably certain to exercise that option; and

e payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.
Subsequently, the lease liabilities are measure at amortised cost using the effective interest rate method. They are re-
measured when there is a change in future lease payments arising from a change in rate, or if Company changes its
assessment of whether it will exercise a purchase, extension or termination option. When the lease liabilities are re-
measured in this way, a corresponding comprehensive income adjustment is made to the carrying amount of the right-

of-use asset, or is recorded in statement of comprehensive income if the carrying amount of right-of-use asset reduced
to zero.




Right-of-use assets

Right-of-use assets are initially measured at cost, comprising the following:

e the amount of the initial measurement of lease liability,
® any lease payments made at or before the commencement date less any lease incentives received,
® any initial direct costs, and

e restoration costs.

Refundable security deposits are not included in the initial measurement of a right-of-use asset. However, the difference
between the nominal amount of the refundable security deposits and its fair value at the commencement of the lease
represent, an additional lease payment which is prepaid and accordingly added to the initial carrying amount of the right-
of-use asset and released to the statement of comprehensive income over the lease term as part of the depreciation
of those assets. The right-of-use asset is depreciated over the shorter of the asset’s useful life and the lease term on a
straight-line basis. In addition, the right-to-use assets is periodically reduced by impairment losses, if any, and adjusted
for certain re-measurement of lease liabilities.

Lease term

In determining the lease term, management considers all facts and circumstances that create an economic incentive to
exercise an extension option, or not exercise a termination option. Extension options are only included in the lease term if
the lease is reasonably certain to be extended (or not terminated). The lease term assessment is reviewed if a significant
event or a significant change in circumstances occurs which affects this assessment and that is within the control of the
lessee.

Short-term and low value leases

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line basis as an
expense in the statement of comprehensive income. Short-term leases are leases with a lease term of 12 months or less.
Low-value assets comprise IT-equipment and small items of office equipment and furniture.

6.4.17 Zakat

The company is subject to Zakat in accordance with Zakat regulations and it's by-laws and the rules issued by the
Chairman of the Board of the Zakat, Tax and Customs Authority (“ZATCA”). Zakat expense is charged to the statement
of comphrenesive income. Zakat is not accounted for as income tax and as such no deferred tax is calculated relating to
Zakat (refer to provision for Zakat and Zakat payable for details).

6.4.18 Critical accounting estimates and judegements

The preparation of the financial statements in conformity with IFRSs’ requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets and
liabilitites, income and expenses. Actual results may differ from these estimates. Estimates and underlying assumptions
are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the yearin which the estimates are
revised and in any future years affected. The only significant area where management has used estimates, assumptions
or exercised judgements is Provision for financial assets.




6.5 Key Performance Indicators and non-IFRS financial measures

The following table presents the Company’s key performance indicators for the financial year ended 31 December 2018G,
2019G and 2020G and the financial period ended 31 March 2021G

Table 55: Key Performance Indicators and non-IFRS financial measures

Financial year ended as at 31 December ~ Three months
period ended

o 2018G 2019G 20206~ 2sat31March
2021G
Net profit margin (before Zakat) % 53.5% 54.8% 54.5% 65.2%
Return on average assets (before Zakat) % 9.4% 11.4% M.7% 14.0%
Return on average equity (before Zakat) % 19.1% 21.7% 211% 22.5%
Net Islamic financing receivables to loans X 21 2.0 2.3 2.8
Debt to equity X 0.7 0.9 0.6 0.5
Islamic financing receivables to equity X 1.5 1.7 1.4 1.3
Average borrowing rate % 5.9% 6.3% 5.1% 3.3%
Average lending rate % 23.0% 24.8% 25.3% 25.3%
Net profit rate spread % 171% 18.5% 20.2% 221%
Total number of financing contracts # 39,081 38,384 43,946 44,082
Number of new financing contracts # 10,796 24,220 13,331 4,891
New loan distributions SAR'000 595,836 970,152 578,885 243,535
Average new financing amount SAR'000 57 40 43 39

Source: Management information

*Disclaimer: The Company supplements its use of IFRS financial measures with non-IFRS financial measures and include net profit
margin (before Zakat), return on average equity (before Zakat), net Islamic financing receivables to loans, debt to equity, Islamic financing
receivables to equity, average borrowings rate, average lending rate, net profit rate spread, total number of lending contracts, new loan
distributions and average new loan amount. These non-IFRS financial measures do not have a standardised meaning and other companies
may calculate them differently. Therefore, the Company’s non-IFRS financial measures may not be comparable to similarly titled measures
presented by other companies and should not be relied upon to the exclusion of IFRS financial measures. The Company believes that the
historical non-IFRS financial measures are useful as an additional tool to help management and investors make informed decisions about

the Company’s financial and operating performance or liquidity.




6.6 Results of Operations for the financial years ended 31 December
2018G, 2019G and 2020G

6.6.1 Statement of Income

The following table shows the Company’s statement of income for the financial years ended 31 December 2018G, 2019G,
and 2020G

Table 56: Results of Operations - Statement of Income

Financial year ended 31 December Increase/(decrease) CAGR

SAR000 2018G 2019G 2020~ Degember December  2018C
Income from Islamic financing 322,278 389,888 414,470 21.0% 6.3% 13.4%
Otherincome 3,11 2,414 2,439 (22.4%) 1.0% (11.5%)
Expenses
Finance costs (*) (51,991) (55,570) (43,225) 6.9% (22.2%) (8.8%)
Reversal of impairment - net 14127 25,482 1,470 80.4% (94.2%) (67.7%)
:f:)aerrizz:nd employees related (81,025) (96,387) (98,451) 19.0% 21% 10.2%
S;L’:': Sg:;‘fga' andadministrative o9 507)  (42,344)  (38980)  435% (7.9%) 14.9%
Depreciation and amortization (*) (4,625) (9,951) (11,962) 115.2% 20.2% 60.8%
Total expenses (153,021) (178,770) (191,148) 16.8% 6.9% 11.8%
Income before Zakat 172,368 213,532 225,761 23.9% 5.7% 14.4%
Zakat
Charge for the year (17,237) (21,532) (24,296) 24.9% 12.8% 18.7%
Reversal of prior year 21,430 26,821 - 25.2% (100.0%) (100.0%)
Net income for the year 176,561 218,821 201,465 23.9% (7.9%) 6.8%

Source: Financial Statements and management information

*Note: The Company has adopted IFRS 16 from 1January 2019G, using the modified retrospective approach and therefore, the comparative
information has not been restated and continues to be reported under IAS 17 (“Leases”) and IFRIC 4 (“Determining Whether an Arrangement
Contains a Lease”). Accordingly, the financial information of 2018G is not comparable in relation to and due to adoption of IFRS 16. Refer
to page 138.

Income from Islamic financing increased by 21.0% from SAR 322.3 million in 2018G to SAR 389.9 million in 2019G. Income
from Islamic financing further increased by 6.3% to SAR 414.5 million in 2020G. The increase in the said periods was
driven by the disbursement of new loans of SAR 970.1 million in 2019G, which led to an increase in income from Islamic
financing. Moreover, the weighted average lending rate increased from 23.0% in 2018G to 24.8% in 2019G. The weighted
average lending rate further increased to 25.3% during 2020G, which also contributed to the increase in the Company’s
revenue during the said periods.

Other income includes rental income and profit on term deposits. Other income decreased by 22.4% in 2019G from SAR
3.1 million in 2018G to SAR 2.4 million 2019G. This was primarily due to the decrease in income from rentals by 23.8% and
the decrease in profit on term deposits by 21.6% in 2019G. Other income did not witness significant fluctuations between
2019G and 2020G.

Finance costs further decreased by 22.2% during 2020G. This was primarily due to decrease in finance charges on Islamic
bank financing by SAR 9.6 million and decrease in bank fees by SAR 2.5 million during 2020G. Finance charges decreased
mainly due to decline in borrowing rate from 6.4% in 2019G to 5.2% in 2020G and repayments of financing balances due
to AlAwwal Bank which were considered to be expensive (balances due to AIAwwal Bank declined from SAR 250.5m as at
31 December 2019G to nil as at 31 December 2020G).




Reversal of impairment - net consists of provision for impairment and income from recoveries after write-off. The Company
recognized a net reversal of impairment of 14.1 million, 25.5 million and SAR 1.5 million in 2018G, 2019G and 2020G,
respectively, which was mainly due to income from write-off recoveries. Amounts were recovered by the collection team
after the receivables were written-off for non-payment of instalments from 24 months past due date.

Salaries and employee-related expenses increased by 19.0% from SAR 81.0 million to SAR 96.4 million in 2019G, due to
an increase in employee headcount, increments in employees’ salaries as well as increase in key management fees and
bonuses. Salaries and employee-related expenses further increased by 7.2% from SAR 96.4 million in 2019G to SAR 98.5
million in 2020G. This primarily resulted from an increase of 7.2% related to salaries and employee-related expenses
during the period.

Other general and administrative expenses mainly include insurance, rents, professional fees, IT support expenses and
other expenses. Other general and administrative expenses increased by 43.5% in 2019G from SAR 29.5 million in 2018G
to SAR 42.3 million in 2019G, primarily due to increase in marketing expenses by 735.8% from SAR 1.0 million in 2018G
to SAR 8.4 million in 2019G. Other general and administrative expenses decreased by 7.9% to SAR 39.0 million during
2020G, due to decrease in legal & professional fees by 24.4% from SAR 8.4 million during 2019G to SAR 6.4 million during
2020G. Also, marketing and advertisements expenses decreased by 97.2% from SAR 8.4 million during 2019G to SAR 0.2
million during 2020G. Moreover, the Company did not recognize any IPO related expenses and loss from revaluation of
ETF units during 2020G, which amounted to SAR 8.7 million and SAR 4.4 million during 2019G, respectively.

Depreciation and amortization expenses increased by 115.2% to SAR 10.0 million in 2019G, and by 20.2% to SAR 12.0
million during 2020G. The increase in 2019G and 2020G was due to the increase in the property and equipment and
computer software and the resulting depreciation/amortisation.

6.6.11 Income from Islamic Financing

The following table presents an overview of the Company’s income from Islamic financing for the financial year ended 31
December 2018G, 2019G, and 2020G

Table 57: Income from Islamic financing

Financial year ended 31 December Increase/(decrease) CAGR
SAR’000 December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Profit from financing products 321,636 383,415 411,407 19.2% 7.3% 13.1%
Fee and commission income 11,562 17,327 13,400 49.9% (22.7%) 77%
Amortization of transaction
fzatl ' (10,920) (10,854) (10,337) (0.6%) 4.8% 2.7%
costs
Total 322,278 389,888 414,470 21.0% 6.3% 13.4%

Source: Management information

The following table presents an overview of the Company’s income from Islamic financing by product for the financial year
ended 31 December 2018G, 2019G, and 2020G

Table 58: Income from Islamic financing by product

Financial year ended 31 December Increase/(decrease) CAGR
SAR000 2018G 2019G 20206~ Dégember  Decomber  20Ise:
Tawarruq 321,603 386,547 404,746 20.2% 4.7% 12.2%
Murabaha (35) (88) “4) (151.4%) (95.5%) (66.2%)
ljarah (13) 43 0 430.8% (100.0%) (100.0%)
SME 722 3,386 9,728 369.0% 187.3% 2671%
Total 322,278 389,888 414,470 21.0% 6.3% 13.4%

Source: Management information




6.6.1.2 Profit from financing products

The following table shows income from profit from financing products for the financial year ended 31 December 2018G,
2019G, and 2020G

Table 59: Profit from financing products

Financial year ended 31 December Increase/(decrease) CAGR
SAR’000
December December 2018G
2018G 2019G 2020G 2019G 2020G 2020G
Profit from financing products 327,664 392,104 411,411 19.7% 4.9% 121%
Profit suspense account (6,029) (8,690) 4) 441% (100.0%) (97.5%)
Total 321,636 383,415 411,407 19.2% 7.3% 13.1%

Source: Management information

Profit from financing products increased by 19.7% in 2019G, from SAR 327.7 million in 2018G to SAR 392.1 million in 2019G,
due to increase in number of financing contracts from 10,796 contract in 2018G to 24,220 contract in 2019G, which
resulted in higher loan disbursements of 31.9% in 2018G to 42.2% in 2019G from SAR 595.8 million in 2018G to SAR 970.1
million in 2019G. Profit from financing products increased by 4.9% to SAR 411.4 million during 2020G, mainly due to higher
loan bookings in 2019G, which resulted in higher revenue impact during 2020G. Although income from Islamic financing
increased during 2020G, we noted that the number of bookings declined from 24,220 during 2019G to 13,331 during
2020G. This was primarily driven by a decline in booking rate from 42.2% during 2019G to 30.4% during 2020G as a result
of Covid-19 pandemic (value of new loan disbursements declined from SAR 970.2 million in 2019G to SAR 578.9 million
in 2020G). The Company deliberately curtailed the sales in order to maintain the quality of assets and reduce the risk of
default. Further, the net profit rate spread also witnessed an increase from 18.5% during 2019G to 20.2% during 2020G. It
should be noted that the number of applications remained at an average of 2,822 applications per month during 2018G as
compared to 4,780 applications per month in 2019G. The lower number of applications in 2018G was due to low growth in
the consumer-financing segment. Due to the economic downturn and salary reduction of public sector employees in prior
periods, customers resorted to financial institutions like Nayifat to reschedule their loans, however following the resetting
of their salary allowances during 2018G, consumers’ ability to borrow from banks increased, which resulted in the decline
in the consumer financing segment of the Company. It should be noted that the number of applications and the booking
decrease between June and August each year was during the Eid holidays.

Profit suspense account represents income from clients who have not fulfilled their contractual obligations within 90
days after their due date. Income from these accounts is suspended and adjusted from Islamic financing receivable in
the balance sheet. Profit suspense account increased by 44.1% from SAR 6.0 million in 2018G to SAR 8.7 million in 2019G.
The balance declined to SAR 3,643 in 2020G. Fluctuations in profit suspense account were related to the recovery of
installments overdue during the reporting period.

The Company had 26 operational branches as at 31 December 2020G. One of the branche reported loss of SAR 0.2m
during the financial year ended 31 December 2020G. Revenue contribution from this branch accounted 0.1% of the total
revenue generated during 2020G. Prior to 2020G, no branch-wise reports were maintained. In additions to the branches,
the newly launched financing products (credit cards business and crowdfunding ULend platform) recorded a loss of SAR
4.3 million and SAR 0.4 million, respectively, in 2020G.

Majority of Company’s revenue during December 2018G-2020G was generated from Tawarruq product and insignificant
contribution to the revenue was made from ljarah and Murabaha financing.

6.6.1.3 Fee and Commission Income

The following table shows the Company’s income from fee and commission for the financial year ended 31 December
2018G, 2019G, and 2020G




Table 60: Fee and Commission Income

Financial year ended 31 December Increase/(decrease) CAGR
SAR000 2018G 2019G 2020G Degember December o
Admin fees 6,094 7,047 7,396 15.6% 5.0% 10.2%
Wagqala fees 5,468 10,280 5,709 88.0% (44.5%) 2.2%
Other fees - - 295 na na na
Total 11,562 17,327 13,400 49.9% (22.7%) 7.7%

Source: Management information

Admin fees represent the service fees charged by the Company upon disbursement of Islamic loans which is amortized
over the period of the loan. In accordance with Article 83 of the Implementing Regulations of the Law on Supervision
of Finance Companies issued by SAMA, service charges to be paid by the borrower to the finance company shall not
exceed one percent of the finance amount or five thousand riyals (SAR 5,000), whichever is lower. Admin fees increased
by 15.6% from SAR 6.1 million in 2018G to SAR 7.0 million in 2019G, primarily due to an increase in the amount of new loan
disbursements from SAR 595.8 million in 2018G to SAR 970.1 million in 2019G. Admin fees did not witness any significant
fluctuations during 2020G compared to 2019G.

Wagala fees relate to the fixed fee charged by the Company pertaining to Tawarruq financing at the time of financing
disbursals to the customers and varies based on the amount of loan. Waqala fees increased by 88.0% from SAR 5.5 million
in 2018G to SAR 10.3 million in 2019G, due to an increase in number of finaincing contacts by 13,424 bookings in 2019G.
Waqala fees decreased by 44.5% during 2020G to SAR 5.7 million. This was primarily due to a decrease in the amount of
new loan disbursements by 40.3% from SAR 970.1 million during 2019G to SAR 578.9 million during 2020G.

No other fees were recognized in 2018G and 2019G. Other fees during 2020G were related to fees charged by the Company
on use of credit cards (such as, cash withdrawal / advance etc.).

6.6.1.4 Finance Costs
The following table shows the details of finance costs for the financial year ended 31 December 2018G, 2019G, and 2020G.

Table 61: Finance Costs

Financial year ended 31 December Increase/(decrease) CAGR

SAR000 2018G 20196 2020G ~ DSgember December 201G
Finance costs on Islamic bank
financing 53,794 49,614 40,023 (7.8%) (19.3%) (13.7%)
Finance cost on lease liabilities (*) - 292 194 na (33.6%) nm
Gain on fair valuation of derivatives (6,339) (688) (857) (89.1%) 24.6% (63.2%)
Bank charges 4,536 6,352 3,865 40.0% (39.2%) (7.7%)
Total 51,991 55,570 43,225 6.9% (22.2%) (8.8%)

Source: Financial Statements and management information

*Note: The Company has adopted IFRS 16 from 1January 2019G, using the modified retrospective approach and therefore, the comparative
information has not been restated and continues to be reported under IAS 17 (“Leases”) and IFRIC 4 (“Determining Whether an Arrangement
Contains a Lease”). Accordingly, the financial information of 2018G is not comparable in relation to and due to adoption of IFRS 16. Refer
to page 138.




Finance costs on Islamic bank financing represent the profit charged by the banks against the financing facilities extended
to the Company. Finance charges on Islamic bank financing decreased by 7.8% in 2019G from SAR 53.8 million in 2018G
to SAR 49.6 million in 2019G. This was primarily due to decline in average borrowing rate from 6.7% (without derivative
impact) in 2018G to 6.4% (without derivative impact) in 2019G. Decline in average borrowing rate was due to decline in
SIBOR as well as bank spread due to prevailing economic situation. Finance charges on Islamic bank financing decreased
by 19.3% to SAR 40.0 million during 2020G. This was primarily due to decline in average borrowing rate from 6.4% (without
derivative impact) in 2019G to 5.2% (without derivative impact) during 2020G, in addition to prepayment of borrowings to
one of the banks.

Gain on fair valuation of derivatives represents the Shariah-compliant profit rate swap (derivatives) arrangements as
part of the financing facilities obtained from SNB (formerly NCB), Gulf Bank and Alawwal Bank. Company recognized
gains on fair valuation of derivatives of SAR 6.3 million, SAR 0.7 million and SAR 0.9 million in 2018G, 2019G and 2020G,
respectively, pursuant to mark-to-market exercise carried out at each balance sheet date. The notional value of these
derivative contracts amounted to SAR 323.2 million, SAR 108.6 million and SAR 9.1 million as at 31 December 2018G,
2019G and 2020G, respectively.

Bank charges represent the fees charged by the commercial banks in connection with the transactions which mainly
include standing instruction charges, transfer charges, etc. Bank charges increased by 40.0% in 2019G from SAR 4.5
million in 2018G to SAR 6.4 million in 2019G. This was primarily due to one-time brokerage fee of SAR 1.6 million charged
by Al Rajhi Bank for bank financing in 2019G. Bank charges decreased by 39.2% to SAR 3.9 million during 2020G. This
was primarily due to waiver on bank charges provided by banks pursuant to in response to curb the impact of Covid-19
pandemic on business during 2020G.

6.6.1.5 Reversal of Impairment

The following table shows the details of reversal of impairment for the financial year ended 31 December 2018G, 2019G,
and 2020G.

Table 62: Reversal of Impairment

Financial year ended 31 December Increase/(decrease) CAGR
SAR’000
December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Provision for (13,229) (14,200) (34,092) 7.3% 1401% 60.5%
impairment
Income from
write off 27,356 39,682 35,562 451% (10.4%) 14.0%
recoveries
Total 14,127 25,482 1,470 80.4% (94.2%) (67.7%)

Source: Financial Statements and management information

The provision for impairment relates to the Company'’s Islamic financing portfolio. The Company assesses the expected
credit losses associated with the financial assets on a forward-looking basis. As mentioned previously and based on
the IFRS 9 standard which was adopted by the Company since 1 January 2017G, non-financial assets, subsequent to
depreciation and amortization, are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognized for the amount by which the carrying
amount of the asset exceeds its recoverable amount, which is the higher of an asset’s fair value less cost to sell and
value in use. For the purpose of assessing impairment, assets are grouped at lowest levels for which there are separately
identifiable cash flows (cash generating units). Non-financial assets that suffered impairment are reviewed for possible
reversal of impairment at each reporting date. Where an impairment loss subsequently reverses, the carrying amount
of the asset or cash-generating unit is increased to the revised estimate of its recoverable amount, but the increased
carrying amount should not exceed the carrying amount that would have been determined, had no impairment loss been
recognized for the assets or cash-generating unit in prior years. A reversal of an impairment loss is recognized as income
immediately in the statement of comprehensive income.




Provision for impairment increased by 7.3% in 2019G from SAR 13.2 million in 2018G to SAR 14.2 million in 2019G due to
the increase in total gross receivables by 24.4% as at 31 December 2019G. Provision for impairment increased by 140.1%
to SAR 34.1 million during 2020G, due to the anticipated impact of the Covid-19 pandemic on the Company's receivables.
The macroeconomic assumptions in the IFRS 9 model were revised in March 2020G based on Moody’s outlook of Saudi
economy which led to such increase in provision charge during 2020G. The credit rating of the company’s loan portfolio
cannot be ascertained because the credit rating of the customers are not monitored after the disbursement of loans and
this is due to the limited market information which is not within the company’s control. Prior to disbursement of loans,
credit rating information for clients is available and is reviewed by the company’s credit department.

Income from write-off recoveries relates to balances that were recovered by the collection team after accounts receivable
are written off due to non-payment of installments 24 months past due date. We have mentioned previously that the
Company has revised the write-off policy from 24 to 48 months with effect from 1 January 2021G. It should be also noted
that the SAMA had issued a circular in November 2020G which required that the receivables to be written-off after 450
days. The effective date of the circular was 1July 2021G, however, SAMA has extended the effective date until 31 December
2023G for the said write-off policy.

Income from write-off recoveries increased by 45.1% from SAR 27.4 million in 2018G to SAR 39.7 million in 2019G. This
increase was mainly due to the increasing efforts of the collection team and the proactive legal measures taken by the
Company. Income from write-off recoveries decreased by 10.4% during 2020G to SAR 35.6 million, due to the Covid-19
pandemic. For additional information about provision for impairment, refer to table 72.

6.6.1.6 Salaries and Employees Related Expenses

The following table shows details of salaries and employees related expenses for the financial year ended 31 December
2018G, 2019G, and 2020G.

Table 63: Salaries and Employees Related Expenses

Financial year ended 31 December Increase/(decrease) CAGR
SAR’000

December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Salaries & employee related costs 49,390 58,845 63,101 191% 7.2% 13.0%
Management fees and bonus 31,635 30,454 28,292 (3.7%) (71%) (5.4%)

Chai Direct d Board

awman, irectors and Boar ] 7088 7,058 am (0.4%) nm
committee fees

Total 81,025 96,387 98,451 19.0% 21% 10.2%

Source: Financial Statements and management information

Salaries and employee related costs increased by 19.1% in 2019G from SAR 49.4 million in 2018G to SAR 58.8 million in
2019G. This was primarily due to the increase in number of the Company’s employees from 492 employees (including
100 outsourced employees) in 2018G to 562 employees (including 152 outsourced employees) in 2019G. Salaries and
employee related costs increased by 7.2% to SAR 63.1 million during 2020G primarily due to salary increments during
the same period. Outsourced employees are temporary external employees hired by the Company to support work
requirements. The Company hires these employees through recruitment agencies using contractual agreements which
govern the work conditions and duration of work to be performed by these staff.

Management fees and bonuses include the remunerations for Board Members and achievement bonuses for senior
management as well as Company’s employees. Management fees and bonuses decreased by 3.7% in 2019G from SAR
31.6 million in 2018G to SAR 30.5 million in 2019G. Management fees and bonuses further decreased by 7.1% to SAR 28.3
million during 2020G. The decrease in 2019G and 2020G was due to a decline in collection incentives and staff bonuses.
It should be mentioned that during 2017G, the Company issued loans to executive management for the purchase of the
Company'’s shares at par value of SAR 35.0m. The balance was classified as part of prepayments and other receivables
and was amortized gradually between 2018G and 2020G at a pace of SAR 1.0m amortization charge per year.

Chairman, Directors and Board committee fees include attendance and annual fees paid to Board and Board sub-
committee members. These expenses were reported as part of other line items (management fees and bonus) during
2018G. Chairman, Directors and Board committee did not witness material fluctuation during 2019G and 2020G.




6.6.1.7 Other general and Administrative Expenses

The following table shows the details of other general and administrative expenses for the financial year ended 31
December 2018G, 2019G, and 2020G.

Table 64: Other general and Administrative Expenses

Financial year ended 31 December Increase/(decrease) CAGR
SAR’000
December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Insurance 5,035 6,342 6,571 26.0% 3.6% 14.2%
Rentals relating to short term 3,417 1,281 1,348 (62.5%) 5.9% (37.2%)
leases (*)
Legal & professional charges 4,620 8,445 6,385 82.8% (24.4%) 17.6%
Utilities, telephone and
THes, . p 2,91 3,307 4,883 13.6% 47.7% 29.5%
communication
Repai int & offi
epairs, maintenance < office 2,619 3,085 4,787 52.2% 201% 35.2%
supplies
IT support charges 2,076 4,323 8,776 108.2% 103.0% 105.6%
Exch f luati
Exchange traded fund valuation 3,795 4,374 - 15.3% (100.0%)  (100.0%)
impact
L .
0ss on revaluation of ) ) 2,458 am nm am
repossessed assets held for sale
Marketing and advertisements 1,002 8,375 237 735.8% (97.2%) (51.4%)
VAT expense 2,159 - - (100.0%) nm (100.0%)
Others 1,873 1,912 3,535 2.1% 84.9% 37.4%
Total 29,507 42,344 38,980 43.5% (7.9%) 14.9%

Source: Financial Statements and management information

*Note: The Company has adopted IFRS 16 from 1January 2019G, using the modified retrospective approach and therefore, the comparative
information has not been restated and continues to be reported under IAS 17 (“Leases”) and IFRIC 4 determining (“Whether an Arrangement
Contains a Lease”). Accordingly, the financial information of 2018G is not comparable in relation to and due to adoption of IFRS 16. Refer
to page 138.

Insurance mainly related to the premium paid for medical insurance, property insurance and customer life insurance.
Insurance expenses increased by 26.0% in 2019G, from SAR 5.0 million in 2018G to SAR 6.3 million in 2019G, due to an
increase in the number of new finaincing disbursed in 2019G. The increase in number of new clients led to an increase
in expenses pertaining to customer life insurance. The insurance expenses did not witness any significant fluctuations
during 2020G compared to 2019G.

Rentals relating to short term leases mainly include rental expenses of all the Company’s branches. Rentals relating to
short term leases decreased by 62.5% in 2019G, from SAR 3.4 million in 2018G to SAR 1.3 million in 2019G following the
adoption of IFRS 16, whereby right-of-use assets and lease liabilities were recognized. This resulted in a decline in rental
cost and an increase in depreciation expense. There was no material fluctuation in rentals relating to short term leases
during 2020G.

Legal and professional charges mainly relate to consultancy expenses pertaining to external audit, legal and Zakat
consultancy. Legal and professional charges increased by 82.8% from SAR 4.6 million in 2018G to SAR 8.4 million in
2019G. Legal and professional charges decreased by 24.4% to SAR 6.4 million during 2020G. The increase in 2019G and
the decrease in 2020G was due to charging of one-time expenses of SAR 3.0 million pertaining to previous IPO in 2019G.

Utilities, telephone and communications did not witness any significant fluctuations between 2018G and 2019G. The
expense increased by 47.7% from SAR 3.3 million during 2019G to SAR 4.9 million during 2020G, due to an increase in
electricity and water rates.




Repair, maintenance and office supplies include maintenance charges, postage and courier charges, cleaning charges
and printing & stationery. Repair, maintenance and office supplies increased by 52.2% in 2019G from SAR 2.6 million in
2018G to SAR 4.0 million in 2019G. This increase was primarily driven by the increase in repairs and maintenance due to
the change of Company’s head office to a new location in 2019G. Repair, maintenance and office supplies increased by
20.1% to SAR 4.8 million during 2020G mainly on account of additional cleaning and sanitization charges on account of
the Covid-19 pandemic.

IT support charges increased by 108.2% in 2018G from SAR 2.1 million in 2018G to SAR 4.3 million in 2019G. The increase
was due to the implementation of the cyber-security plan and recognition of related expenses, as per the instructions
of SAMA. IT support charges further increased by 103.0% to SAR 8.8 million during 2020G, due to expenses related to
systems and licenses obtained in relation to a cyber-security project.

Exchange traded fund (ETF) valuation impact pertain to the realized loss incurred on buying and selling of ETF’s by the
Company in connection with the investment account maintained with FALCOM for the Tawarruqg product. The expense
increased by 15.3% in 2019G from SAR 3.8 million in 2018G to SAR 4.4 million in 2019G. This was primarily attributed to the
higher number of transactions driven by increase in number of new financing contracts from 10,796 in 2018G to 24,220 in
2019G. No loss was recognized during 2020G. The Company changed the underlying commodity for Tawarruq from ETF
to Platinum during the last quarter of 2019G due to incurring losses while trading in ETFs. Platinum has stable prices and
is being traded in UK commodity stock market through FALCOM Financial Services (a related party).

The Company recognized a loss on revaluation of repossessed assets held for sale amounting of SAR 2.5 million during
2020G. Company conducted a valuation exercise during 2020G and the fair market value of certain assets had depleted
and was lower than the book value by SAR 2.5 million as at 31 December 2020G. The Company carried out the fair valuation
exercise in 2019G where the fair market value of certain assets was lower than the book value by SAR 5.2 million, however,
no loss was recognized in financial period in 2019G. This was due to total fair value of all the assets on a net basis was
considered to be insignificant.

Marketing and advertisement expenses consist of expenses related to Company’s publications and brochures. Marketing
and advertisement expenses increased by 735.8% from SAR 1.0 million in 2018G to SAR 8.4 million in 2019G, due to
recognition of one-time expenses of SAR 5.8 million in 2019G pertaining to previous IPO. Marketing and advertisement
expenses decreased by 97.2% to SAR 0.2 million during 2020G, mainly due to recognition of IPO related expenses in 2019G.

VAT expenses amounted to SAR 2.2 million during 2018G VAT expense pertaining to 2019G and 2020G was reported as
part of the relevant expense accounts.

Others mainly comprise of withholding tax expense, pre-operating expenses of the credit card business segment (2020G
only) and miscellaneous expenses. Other expenses did not witness significant fluctuations between 2018G and 2019G.
Others increased by 84.9% from SAR 1.9 million during 2019G to SAR 3.5 million during 2020G. The increase was mainly
due to charging of pre-operating expenses pertaining to the credit card business segment launched in 2020G.

6.6.1.8 Depreciation and Amortization

The following table shows details of depreciation and amortization for the financial year ended 31 December 2018G,
2019G, and 2020G.

Table 65: Depreciation and Amortization

Financial year ended 31 December Increase/(decrease) CAGR

SAR’000 December December 2018G-

2018G 2019G 2020G 2019G 2020G 2020G

Depreciation (*) 3,093 7,550 7,714 144.1% 2.2% 57.9%
Amortization 1,532 2,401 4,248 56.7% 76.9% 66.5%
Total 4,625 9,951 11,962 115.2% 20.2% 60.8%

Source: Financial Statements and management information

*Note: The Company has adopted IFRS 16 from 1January 2019G, using the modified retrospective approach and therefore, the comparative
information has not been restated and continues to be reported under IAS 17 (“Leases”) and IFRIC 4 (“Determining Whether an Arrangement
Contains a Lease”). Accordingly, the financial information of 2018G is not comparable in relation to and due to adoption of IFRS 16. Refer
to page 138.




Depreciation expense relates to depreciation of the Company’s property and equipment during each financial year. The
expense increased by 144.1% in 2019G from SAR 3.1 million in 2018G to SAR 7.6 million in 2019G, due to recognition of
right-of use assets following the adoption of IFRS 16 in 2019G. Depreciation expense did not witness material fluctuation
during 2020G, compared to 2019G.

Amortization relates to SAMA licenses and computer software which are amortized over 5 and 3 years, respectively.
Amortization expense increased by 56.7% from SAR 1.5 million to SAR 2.4 million in 2019G, due to additions of SAR 4.0
million related to IT licenses that were obtained and renewed. Additional IT related costs were incurred to implement the
cyber-security plan in line with the instructions of SAMA. Amortization expenses increased by 76.9% to SAR 4.2 million
during 2020G, mainly due to additions to intangible assets (software and licenses) during 2020G.

6.61.9 Otherncome
The following table shows other income details for the financial year ended 31 December 2018G, 2019G, and 2020G

Table 66: Other Income

Financial year ended 31 December Increase/(decrease) CAGR
SAR’000

December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Rental income 1,142 870 867 (23.8%) (0.3%) (12.9%)

| hort-t d it -
necome on short-term depost 1,969 1,544 1,572 (21.6%) 1.8% (10.6%)

murabaha

Total 3,11 2,414 2,439 (22.4%) 1.0% (11.5%)

Source: Financial Statements and management information

Rental income includes income from lease of repossessed assets (as part of SME financing). Decrease in rental income
in 2018G compared to 2019G was due to reduction in annual lease value of these assets. Rental income income did not
witness material fluctuation during the 2020G, compared to 2019G.

Income on short-term deposit - murabaha relate to commission bearing deposits. Income on short-term deposit -
murabaha decreased by 21.6% to SAR 1.5 million in 2019G. This decrease was due to certain deposits reaching their
maturity date, which led to decline in related commission income. Income on short-term deposit - murabaha did not
witness material fluctuation during 2020G, compared to 2019G.

6.6.2 statement of financial position

The following table presents a summary of the Company’s statement of financial position as at 31 December 2018G,
2019G, and 2020G.

Table 67: statement of financial position

As at 31 December Increase/(decrease) CAGR

SAR000 2018G 2019G 2020G Dezcoe;’;ger nggger 281280%
Assets
Cash and cash equivalents 111,231 52,596 70,092 (52.7%) 33.3% (20.6%)
Term and margin deposits 86,729 114,684 190,150 32.2% 65.8% 48.1%
Islamic financing receivables 1,455,387 1,728,094 1,520,583 18.7% (12.0%) 2.2%
Eﬁrii:)éLnée(t:sltments at fair value 393 893 893 m am am
Prepayments and other receivables 55,610 19,603 12,940 (64.7%) (34.0%) (51.8%)
Investment property - 20,669 18,211 nm (11.9%) nm

Intangible assets 6,405 8,008 12,852 25.0% 60.5% 41.7%




As at 31 December Increase/(decrease) CAGR

SAR000 2018G 2019G 2020G Dezcoﬁg’ger DZ%‘Z’SZ” 281280%
Property and equipment (*) 36,914 44,223 43,680 19.8% (1.2%) 8.8%
Total assets 1753169 1,988,770 1,869,401 13.4% (6.0%) 3.3%
Liabilities
Accruals and other liabilities 21,748 46,148 34,707 112.2% (24.8%) 26.3%
:Ezmt';:jf)k financings and lease 681,791 873789 664,806 28.2% (239%)  (1.3%)
Provision for Zakat 42,130 21,532 23,811 (48.9%) 10.6% (24.8%)
Zakat payable 53,302 23,082 17,311 (567%)  (250%)  (43.0%)
:gf\;':;og’;:; ﬁtn;ployeesy end of 6,450 7,802 9,391 21.0% 20.4% 20.7%
Total liabilities 805,421 972,353 750,026 20.7% (22.9%)  (3.5%)
Equity
Share capital 850,000 1,000,000 1,000,000 17.6% - 8.5%
Statutory reserve 18,261 40,143 60,290 119.8% 50.2% 81.7%
Retained earnings 79,487 41,426 59,085 (47.9%) 42.6% (13.8%)
Treasury shares - (65,152) - nm (100.0%) nm
Total equity 947,748 1,016,417 119,375 7.2% 10.1% 8.7%
Total liabilities & equity 1753169 1,988,770 1,869,401 13.4% (6.0%) 3.3%

Source: Financial Statements and management information

*Note: The Company has adopted IFRS 16 from 1January 2019G, using the modified retrospective approach and therefore, the comparative
information has not been restated and continues to be reported under IAS 17 (“Leases”) and IFRIC 4 (“Determining Whether an Arrangement
Contains a Lease”). Accordingly, the financial information of 2018G is not comparable in relation to and due to adoption of IFRS 16. Refer
to page 138.

Total assets increased by 13.4% from SAR 1,753.2 million as at 31 December 2018G to SAR 1,988.8 million as at 31
December 2019G, due to an increase in receivables by 18.7% from SAR 1,455.4 million as at 31 December 2018G to SAR
1,728.1 million as at 31 December 2019G. Total assets did not witness any significant fluctuations between 31 December
2019G and 31 December 2020G except for term and margin deposits and Islamic financing receivables. In the case of term
and margin deposits, these increased by 65.8% from SAR 114.7 million as at 31 December 2019G to SAR 190.2 million as
at 31 December 2020G driven by the increase of term deposit with Emirates NBD bank by SAR 70.0m. On the other hand,
Islamic financing receivables declined by 12.0% from SAR 1,728.1 million as at 31 December 2019G to SAR 1,520.6 million
as at 31 December 2020G due to the decline in loans disbursements as well as settlements made by customers.

Total liabilities increased by 20.7% from SAR 805.4 million as at 31 December 2018G to SAR 972.4 million as at 31 December
2019G. This increase was due to an increase in accruals and other liabilities (112.2%), Islamic bank financings and lease
liabilities (28.2%), and provision for employees’ end of service benefits (21.0%) as at 31 December 2019G. Total liabilities
decreased by 22.9% to SAR 750.0 million as at 31 December 2020G, mainly due to a decrease in Islamic bank financing
by 23.9%.

Total shareholders' equity increased by 7.2% and 10.1% as at 31 December 2019G and 31 December 2020G was due to net
income of SAR 218.8 million and SAR 201.5 million generated by Company in 2019G and 2020G, respectively. It should be
noted that shareholders’ equity as at 31 December 2019G included SAR 65.2m million worth of treasury shares. During
2019G, the Company bought 2.5 million of its own shares from Falcom Private Equity Fund at SAR 26.0 per share (net
book value of SAR 11.2 million at 31 December 2018G - par value SAR 10 per share) for a total consideration of SAR
65.2 million. These were reported as Treasury Shares under equity. During 2020G, these shares were allocated to all the
existing shareholders per the approval from the Board of Directors and SAMA, which explains the decline in the balance
of treasury share to nil as at 31 December 2020G. With regards to dividends, the Company has paid dividends amounting
to SAR 1 per share (total of SAR 98.5 million).




6.6.2.1 Assets
The following table presents a summary of assets as at 31 December 2018G, 2019G, and 2020G.

Table 68: Assets

As at 31 December Increase/(decrease) CAGR

SAR000 2018G 2019G 20206~ Dégember December  20Ise
Cash and cash equivalents 111,231 52,596 70,092 (52.7%) 33.3% (20.6%)
Term and margin deposits 86,729 114,684 190,150 32.2% 65.8% 48.1%
Islamic financing receivables 1,455,387 1,728,094 1,520,583 18.7% (12.0%) 2.2%
Equity investments at FVTOCI 893 893 893 - - -
::23’;3:?5 and other 55,610 19,603 12,940 (64.7%) (34.0%) (51.8%)
Investment property - 20,669 18,211 nm (11.9%) nm
Intangible assets 6,405 8,008 12,852 25.0% 60.5% 41.7%
Property and equipment (*) 36,914 44,223 43,680 19.8% (1.2%) 8.8%
Total assets 1,753,169 1,988,770 1,869,401 13.4% (6.0%) 3.3%

Source: Financial Statements and management information

*Note: The Company has adopted IFRS 16 from 1January 2019G, using the modified retrospective approach and therefore, the comparative
information has not been restated and continues to be reported under IAS 17 (“Leases”) and IFRIC 4 (“Determining Whether an Arrangement
Contains a Lease”). Accordingly, the financial information of 2018G is not comparable in relation to and due to adoption of IFRS 16. Refer
to page 138.

6.6.2.2 Cash and cash equivalents
The following table presents a summary of cash and cash equivalents as at 31 December 2018G, 2019G, and 2020G.

Table 69: Cash and cash equivalents

As at 31 December Increase/(decrease) CAGR
SAR’000
December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Cash in hand 200 10 10 (95.0%) - (77.6%)
Cash at banks 111,031 52,586 70,082 (52.6%) 33.3% (20.6%)
Total 111,231 52,596 70,092 (52.7%) 33.3% (20.6%)

Source: Financial Statements and management information

Cash in hand consists mainly of cash available in the branches and petty cash funds allocated to meet the routine petty
cash expenses.

The Company has bank accounts with various banks, including Alawwal Bank, SNB, Al Rajhi Bank, Riyad Bank and
Emirates NBD. Cash at banks decreased by 52.6% from SAR 111.0 million as at 31 December 2018G to SAR 52.6 million
as at 31 December 2019G due to net cash outflow of SAR 53.3 million from operating activities in 2019G, compared to net
cash inflow from operating activities of SAR 230.6 million in 2018G. This decline was driven by increase in Islamic financing
receivables at 31 December 2019G due to new loan disbursals by the Company during 2019G. Cash at banks increased
by 33.3% at 31 December 2020G from SAR 52.6 million as at 31 December 2019G to SAR 70.1 million as at 31 December
2020G, due to net cash inflow of SAR 425.1 million from operating activities during 2020G. It should be noted that the
liquidity contingency fund mentioned earlier is composed of the Company’s cash balances and deposits.




6.6.2.3 Term and Margin Deposits
The following table presents a summary of term and margin deposits as at 31 December 2018G, 2019G, and 2020G.

Table 70: Term and margin Deposits

As at 31 December Increase/(decrease) CAGR

SAR’000
December December 2018G-
20186 20196 20206 2019G 2020G 2020G
Margin deposits held with banks 13,500 54,987 35,587 307.3% (35.3%) 62.4%
Term deposits 73,229 59,697 154,563 (18.5%) 158.9% 45.3%
Total 86,729 114,684 190,150 32.2% 65.8% 48.1%

Source: Financial Statements and management information

Margin deposits held with banks represent the cash margin held by banks in connection with bank financing facilities.
These represents 10% of the total financing obtained by Company from respective banks. Margin deposits held with
banks increased by 307.3% from SAR 13.5 million as at 31 December 2018G to SAR 55.0 million as at 31 December 2019G.
The increase was due to the additional cash margin on new loans obtained from Riyad Bank and Emirates NBD. Margin
deposits held with banks decreased by 35.3% to 35.6 million as at 31 December 2020G mainly due to reclassification of
a SAR 20.0 million deposit with Emirates NBD from margin deposits as at 31 December 2019G to term deposits as at 31
December 2020G due to the fact that the aforementioned deposit is a call deposit. It should be noted that the SAR 35.6m
margin deposit held with banks balance as at 31 December 2020G is a restricted balance which cannot be used but after
the settlement of the corresponding loans.

Term deposits include commission bearing deposits held with a local bank on prevailing market rates. Term deposits
decreased by 18.5% to SAR 59.7 million as at 31 December 2019G, due to some deposits reaching their maturity date.
Term deposits increased by 158.9% from SAR 59.7 million as at 31 December 2019G to SAR 154.6 million as at 31 December
2020G, due to term deposits with the Emirates NBD amounting to SAR 120.0 million. During 2020G, the Company initiated
an investment fund with Falcom with a balance of SAR 34.6m to trade in underlying commodity for Tawarruq starting from
the last quarter of 2019G. It should be noted that the value of these commodities are based on the market value of their
listed shares.

6.6.2.4 Islamic Financing Receivables

The following table presents a summary of the Islamic financing receivables as at 31 December 2018G, 2019G, and 2020G.

Table 71:  Islamic financing receivables

As at 31 December Increase/(decrease) CAGR
SAR’000
December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Tawarruq financing 1,455,387 1,728,094 1,512,000 18.7% (12.5%) 1.9%
Islamic credit cards - - 8,583 na na na
Total 1,455,387 1,728,094 1,520,583 18.7% (12.0%) 2.2%

Source: Financial Statements and management information




The following table presents a summary of the Tawarruq financing receivables as at 31 December 2018G, 2019G, and
2020G.

Table 72: Tawarruq financing

As at 31 December Increase/(decrease) CAGR
SAR000 2018G 2019G 20206~ Dégember December  20Ise
Gross receivables - Tawarruq 2,148,080 2,672,329 2,328,647 24.4% (12.9%) 41%
Unearned finance income (644,435) (914,830) (773,593) 42.0% (15.4%) 9.6%
Net of unearned finance
income 1,503,645 1,757,499 1,555,054 16.9% (11.5%) 1.7%
Provision for impairment (48,258) (29,405) (43,054) (39.1%) 46.4% (5.5%)
Total 1,455,387 1,728,094 1,512,000 18.7% (12.5%) 1.9%

Source: Financial Statements and management information

Gross receivables increased by 24.4% from SAR 2,148.1 million as at 31 December 2018G to SAR 2,672.3 million as at
31 December 2019G. This increase was due to an increase in new loan disbursements from SAR 595.8 million in 2018G
to SAR 970.1 million in 2019G. Gross receivables decreased by 12.9% to SAR 2,328.6 million as at 31 December 2020G.
This decrease was primarily due to a decrease in disbursals of financing from SAR 970.2 million in 2019G to 578.9 million
in 2020G as a result of the Covid-19 pandemic as well as settlement of outstanding loans by clients. Gross receivables
include outstanding profit from clients who have failed to pay their installments for a period of 90 days or more, accrued
revenue and deferred and outstanding management fees.

Unearned finance income represents the outstanding profit income to be received by the Company over the remaining
term of the loans, which was not due as at balance sheet date. Unearned finance income increased by 42.0% from
SAR 644.4 million as at 31 December 2018G to SAR 914.8 million as at 31 December 2019G. Unearned finance income
decreased by 15.4% to SAR 773.6 million as at 31 December 2020G. The increase at 31 December 2019G and the decrease
at 31 December 2020G was due to increase and decrease in receivables, respectively.

Provision for impairment relates to a provision for accounts receivable related to performing, non-performing and
underperforming assets. Refer to the movement in impairment provision section for details.

The following table presents a summary of the Islamic credit cards receivables as at 31 December 2020G.

Table 73: Islamic credit cards

As at 31 December Increase/(decrease) CAGR
SAR’000
December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Gross receivables - - 8,866 na na na
Impairment provision - - (283) na na na
Total - - 8,583 na na na

Source: Financial Statements and management information




Company launched its credit card segment in June 2020G and the outstanding receivables amounted to SAR 8.9 million

as at 31 December 2020G.

Table 74: Lending Compliance as per SAMA

As at 31 December

SAR’000
2018G 2019G 2020G

Limit on lending
Total equity and reserves (A) 947,748 1,016,417 1,119,375
Limit as per SAMA (B) 3.5 3.5 3.5
Total allowed limit (C=A*B) 3,317,118 3,557,460 3,917,813
Net receivables (D) (1,455,387) (1,728,094) (1,520,583)
Lending headroom (E=C+D) 1,861,731 1,829,366 2,397,230
Compliance ratio as per FS 1.5 1.7 1.4
Compliance status Compliant Compliant Compliant

Source: Management information

The Company remained compliant with the lending covenants as per SAMA regulations between 2018G and 2020G. The
covenants states that the aggregate amount of finance offered by a finance company shall not exceed three folds the
capital and reserves of a Company engaging in finance activities (other than real estate financing) during a certain year

or period.

6.6.2.5 Islamic financing receivables by segment

The following table presents a summary of the Islamic financing receivables by segment as at 31 December 2018G, 2019G,

and 2020G.

Table 75: Islamic financing Receivables by Category

As at 31 December Increase/(decrease) CAGR
SAR’000
December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Consumer 2,148,080 2,637,689 2,237,006 22.8% (15.2%) 2.0%
SME - 34,640 100,507 nm 190.1% nm
Gross 2,148,080 2,672,329 2,337,513 24.4% (12.5%) 4.3%

Source: Management information

The Company’s lending portfolio consists mainly of retail clients or consumers (individuals) with a small percentage in
the SME segment. The Company finances SMEs on a client-by-client basis, depending on the financial stability of the
potential client and its compliance with the scoring criteria set by the Company.

The Company re-launched its SME segment in 2019G with financing through the Monshaat program (low-cost funding
and refinance), Kafalah program (self-financing with Government guarantee) and Fintech platform (involving strategic
investors). These helped reduce the Company’s exposure in case of delinquencies. As a result, growth was observed in

the SME segment in 2019G and 2020G.




6.6.2.6 Islamic financing receivables by Product

The following table presents a summary of Islamic financing receivables by product as at 31 December 2018G, 2019G, and
2020G.

Table 76: Islamic financing receivables by Product

As at 31 December Increase/(decrease) CAGR
SARo00 2018G 2019G 20206~ Dogember  Decommer  2018e

Tawarruq 2,147,884 2,672,297 2,337,487 24.4% (12.5%) 4.3%
ljarah 56 - - (100.0%) nm (100.0%)
Murabaha 140 32 26 (771%) (18.8%) (56.7%)

Gross 2,148,080 2,672,329 2,337,513 24.4% (12.5%) 4.3%

Source: Management information

Tawarruq product accounted for the largest share of the Company’s business as at 31 December 2018G, 2019G and 2020G.

The reason for limited customer base in ljarah and Murabaha was due to applications not being able to comply with the
Company'’s internal credit policy, as well as the following reasons:
® existing competition in ljarah financing;
® increased efforts to repossess assets and its management in case of customer delinquency;
e higher resource requirements to manage and insure the underlying assets/commodities part of other Islamic
financing products.

The Company launched the credit card productin June 2020G, and an amount of SAR 8.9 million recognized as receivables
as at 31 December 2020G. These are classified as part of Tawarrug.

6.6.2.7 Islamic financing receivables by sector

The following table presents a summary of the Islamic financing receivables by sector as at 31 December 2018G, 2019G,
and 2020G.

Table 77: Islamic financing receivables by sector

As at 31 December Increase/(decrease) CAGR
SAR000 2018G 2019G 2020G ~ Degember  December  2018%
Public sector 2,058,738 2,532,893 2,152,677 23.0% (15.0%) 2.3%
Private 89,342 104,796 84,329 17.3% (19.5%) (2.8%)
SMEs - 34,640 100,507 nm 190.1% nm
Gross 2,148,080 2,672,329 2,337,513 24.4% (12.5%) 4.3%

Source: Management information

The public sector includes military personnel and government employees. The public sector accounted for the largest
portion of the Company’s receivables representing 95.8%, 94.8% and 92.1% of the total receivables as at 31 December
2018G, 2019G, and 2020G, respectively. This was due to the focus on this category of clients to reduce potential risk of
non-compliance. Clients in public sector are distinguished from other sectors due to their lower risk due to:

e Stability/job security and length of service term;

® Receipt of salaries on time through their bank accounts




6.6.2.8 Islamic financing Receivables by Income Level

The following table presents a summary of the Islamic financing receivables by income level as at 31 December 2018G,
2019G, and 2020G.

Table 78: Islamic financing receivables by Income Level

As at 31 December Increase/(decrease) CAGR
SAR'000 December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
<5,000 5,598 8,017 10,339 43.2% 29.0% 35.9%
5,001-10,000 751,550 880,059 676,792 171% (23.1%) (5.1%)
10,001-15,000 951,905 1,119,082 941,501 17.6% (15.9%) (0.5%)
15,001-20,000 308,296 423,505 414,446 37.4% (2.1%) 15.9%
>20,000 130,731 207,026 193,928 58.4% (6.3%) 21.8%
SMEs (SAR 1.0 million to
B 4 64 1 7 190.1%

SAR 10.0 million) 34,640 00,50 na 901% na

Gross 2,148,080 2,672,329 2,337,513 24.4% (12.5%) 4.3%

Source: Management information

The Company’s Islamic financing receivables are mainly concentrated in the income level that ranges between SAR 5,000
and SAR 15,000 per month. Islamic financing receivables from such income range collectively account for 79.3%, 74.8%
and 69.2% of the total receivables as at 31 December 2018G, 2019G, and 2020G, respectively. Such concentration was due
to Company'’s focus on these clients as low to middle income groups are in higher need of financing. The rate of return to
the Company is same across all the income bands and the rates only vary depending on the tenor and the amount of loan.

The income bands from SAR 1.0 million to SAR 10.0 million represented SMEs. Increase in receivables at 31 December
2019G and 2020G in this band was due to re-launching of SME segment in 2019G.

6.6.2.9 Islamic financing receivables by location

The following table presents a summary of the Islamic financing receivables by location as at 31 December 2018G, 2019G,
and 2020G.

Table 79: Islamic financing receivables by location

As at 31 December Increase/(decrease) CAGR
SAR000 2018G 2019G 20206~ Dégember  December  ZoIse:
Riyadh Region 965,315 1,301,863 1,244,189 34.9% (4.4%) 13.5%
Dammam Region 314,774 419,152 361,988 33.2% (13.6%) 7.2%
Makkah Region 334,015 439,742 359,466 31.7% (18.3%) 3.7%
Tabuk 92,207 54,921 29,531 (40.4%) (46.2%) (43.4%)
Medina 70,817 61,952 38,119 (12.5%) (38.5%) (26.6%)
Hail 39,269 27,555 20,658 (29.8%) (25.0%) (27.5%)
Jazan 87,951 79,431 55,221 (9.7%) (30.5%) (20.8%)
Abha/Asir 90,015 138,033 100,637 53.3% (271%) 5.7%
Al Jawf 55,131 58,838 49,127 6.7% (16.5%) (5.6%)
Al Qassim 27,877 41,700 39,752 49.6% (4.7%) 19.4%
Al Baha 26,788 29,025 21,547 8.4% (25.8%) (10.3%)
Najran 43,921 20,117 17,278 (54.2%) (14.1%) (37.3%)
Gross 2,148,080 2,672,329 2,337,513 24.4% (12.5%) 4.3%

Source: Management information




The five major locations (Riyadh, Dammam, Makkah, Tabuk, and Medina) accounted for 82.7%, 85.2% and 87.0% of
the total Islamic financing receivables as at 31 December 2018G, 2019G, and 2020G, respectively. Riyadh region drives
majority of the business since it is the business hub of the Company. The Company opened 3 new branches during 2018G
-2020G: 2in 2018G, 1in 2020G.

The fluctuation in the Islamic financing receivables across the branches during the reporting period is dependent on the
various factors which include:

e Company'’s internal decision to distribute the amounts of new loans

e Quality of financing applications received

e Collections

e Population

e Penetration of banks (i.e., underbanked)

6.6.2.10 Classification of Islamic Financing Receivables

The following table presents a summary of the classification of Tawarruq financing receivables as at 31 December 2018G,
2019G, and 2020G.

Table 80: Classification of Tawarruq Financing Receivables

As at 31 December Increase/(decrease) CAGR

SAR000 2018G 2019G 2020G Dezcoeg‘ger D‘Zi)ez"(;ge' 281280%
Performing 1,356,721 1,641,250 1,399,839 21.0% (14.7%) 1.6%

Underperforming 33,951 27,458 25,170 (19.1%) (8.3%) (13.9%)
Non-performing 112,973 88,791 130,045 (21.4%) 46.5% 7.3%
Total 1,503,645 1,757,499 1,555,054 16.9% (11.5%) 1.7%

Source: Financial Statements and management information

Under expected credit loss model part of IFRS 9, performing receivables represent balances due for less than 60 days
and have a high potential to meet contractual obligations. Performing assets increased by 21.0% from SAR 1,356.7 million
as at 31 December 2018G to SAR 1,641.3 million as at 31 December 2019G, due to the increase in number of new loan
disbursements in 2019G. Performing assets decreased by 14.7% to SAR 1,399.8 million as at 31 December 2020G, due
to forward flow of receivables from performing buckets to underperforming and non-performing buckets in the wake of
Covid-19 pandemic as well as due to the overall decline in the outstanding portfolio of the Company.

Under-performing receivables represent the balances where the customer is more than 60 days and less than 90 days
past due date (as per IFRS 9) in making a contractual payment/instalment. Underperforming receivables decreased by
19.1% from SAR 34.0 million as at 31 December 2018G to SAR 27.5 million as at 31 December 2019G. The decline between
2018G and 2019G was due to increased efforts made by the collection team to improve collectability from clients. The
balance decreased by 8.3% from SAR 27.5 million as at 31 December 2019G to SAR 25.2 million as at 31 December 2020G,
due to forward flow of receivables to non-performing buckets driven by the delay in settlement of receivables by the
clients in consequence of the Covid-19 pandemic.

Non-performing’ receivables represent the defaulted financial assets and the customer failed to make a contractual
payment/instalment within 90 days after it fall due. The balance decreased by 21.4% from SAR 113.0 million as at 31
December 2018G to SAR 88.8 million as at 31 December 2019G. The decrease was primarily due to the movement of non-
performing receivables into underperforming/performing receivables due to higher collections. This resulted in a decline
in non-performing receivables as a percentage of the total Islamic financing receivables from 7.5% at 31 December 2018G
to 5.1% as at 31 December 2019G. Non-performing assets increased by 46.5% from SAR 88.8 million as at 31 December
2019G to SAR 130.0 million as at 31 December 2020G (8.4% of total Islamic financing receivables), driven by delay in
instalments as a result of the Covid-19 pandemic. It should be noted that receivables are classified as non- performing
when the customer fails to make a contractual payment / installment within 90 days of its due date. Non-performing
receivables can be reclassified as performing receivables in case customers start settling their dues and collections
improve.




The following table presents a summary of the classification of Islamic credit cards receivables as at 31 December 2020G.

Table 81: Classification of Islamic credit cards receivables

As at 31 December Increase/(decrease) CAGR
SAR’000
2018G 2019G 20206~ Dégember  December  2018%
Performing - - 7,686 na na na
Underperforming - - 403 na na na
Non-performing - - 777 na na na
Total - - 8,866 na na na

Source: Financial Statements and management information

Company launched its credit card segment in June 2020G and the outstanding receivables amounted to SAR 8.9 million

as at 31 December 2020G.

The following table shows the ageing of non-performing Islamic financing receivables as at 31 December 2020G.

Table 82: Ageing of non-performing Islamic financing receivables

As at 31 December
SAR’000
Not working Provision Net provision
90-180 days 32,465 (1,285) 31,180
180 -270 days 21,882 (3,000) 18,882
270-360 days 23,910 (6,443) 17,467
360 -450 days 21,256 (7,808) 13,448
450-540 days 14,002 (7,501) 6,501
540 -630 days 10,076 (7,024) 3,052
630- 720 days 7,231 (5,817) 1,414
Total 130,822 (38,878) 91,944

Source: Financial Statements

6.6.2.11 Movement in Provision for Impairment of Islamic financing receivables

The following table presents a summary of the movement in the provision for impairment of Islamic financing receivables

as at 31 December 2018G, 2019G, and 2020G.

Table 83: Movement in Provision for Impairment of Islamic financing receivables

As at 31 December Increase/(decrease) CAGR

SAR000 2018G 2019G 2020G D%‘;’;’ger D‘;%ezrgger 2812%%

Opening 76,231 48,258 29,405 (36.7%) (39.1%) (37.9%)
Charge for the year 13,229 14,200 34,092 7.3% 140.1% 60.5%
Written-off during the year (41,202) (33,053) (20,160) (19.8%) (39.0%) (30.1%)
Total 48,258 29,405 43,337 (39.1%) 47.4% (5.2%)

Source: Financial Statements




The Company early adopted IFRS 9 with effect from 1 January 2017G and calculated the impairment provision of Islamic
financing receivables in accordance with the ECL model.

Net provision for impairment decreased by 39.1% from SAR 48.3 million as at 31 December 2018G to SAR 29.4 million
as at 31 December 2019G, due to the write-off amounting to SAR 33.1 million in 2019G. Net provision for impairment
increased by 47.4% to SAR 43.3 million as at 31 December 2020G, due to the anticipated impact of the Covid-19 on Islamic
financing receivables pandemic on the Company’s receivables. Company revised the macroeconomic assumptions used
in the IFRS 9 provision calculation during March 2020, in line with Moody’s outlook of the Saudi economy which resulted
in higher provision. Non-operating assets witnessed an increase from SAR 113.0 million in 2018G to SAR 130.8 million in
2020G.

The Company has the policy of writing-off ‘non-performing’ customers after 24 months past due date. The Company
continues to recover written off amounts from clients. Write-offs amounted to SAR 41.2 million, SAR 33.1 million and
SAR 20.2 million as at 31 December 2018G, 2019G, and 2020G, respectively. We have mentioned previously that the
Company has revised the write-off policy from 24 to 48 months with effect from 1 January 2021. As a result, no write-offs
were recorded during the three months period ended 31 March 2021G. we also mentioned that the Company is also in the
process of getting SAMA’s approval for the said change in write-off policy. SAMA had issued a circular in November 2020G
which required that the receivables to be written-off after 450 days. The effective date of the circular was 1 July 2021G,
however, SAMA has extended the effective date until 31 December 2023G for the said write-off policy.

The collection team continues to recover these written off amounts. Income from such subsequent write-off recoveries
amounted to SAR 27.4 million, SAR 39.7 million and SAR 35.6 million during 2018G, 2019G and 2020G, respectively.

6.6.2.12 Equity Investments at Fair Value Through OCI

As at 31 December 2018G, Company recorded equity investments at fair value through other comprehensive income
amounting to SAR 0.9 million in ‘Saudi Financial Lease Contract Registry Company’ (no movement over the period under
review). This is related to an investment in an entity specialized in leasing within KSA as per SAMA requirements (refer to
section 12.3"Subsidiaries and other Investments” for details).

6.6.2.13 Prepayments and other receivables

The following table presents a summary of prepayments and other receivables as at 31 December 2018G, 2019G, and
2020G.

Table 84: Prepayments and other receivables

As at 31 December Increase/(decrease) CAGR
Repossessed assets held for sale - real estate 20,669 - - (100.0%) nm (100.0%)
Advances, prepayments and others (*) 11,608 7,936 12,940 (31.6%) 63.1% 5.6%
Receivable from key management personnel 23,333 11,667 - (50.0%) (100.0%) 100.0%
Total 55,610 19,603 12,940 (64.7%) (34.0%) (51.8%)

Source: Financial Statements and management information

*Note: The Company has adopted IFRS 16 from 1January 2019G, using the modified retrospective approach and therefore, the comparative
information has not been restated and continues to be reported under IAS 17 (“Leases”) and IFRIC 4 (“Determining Whether an Arrangement
Contains a Lease”). Accordingly, the financial information of 2018G is not comparable in relation to and due to adoption of IFRS 16. Refer
to page 138.

Repossessed assets held for sale include real estate or other assets earmarked as designated collaterals against
settlement of finances due. These assets are recorded as assets held for sale and are initially recorded at the lower of
the receivable amount and the current fair value of the related assets. Repossessed assets held for sale were reported
as investment property amounting to SAR 20.7 million and SAR 18.2 million on the face of the balance sheet as at 31
December 2019G and 2020G, respectively. Hence, the corresponding financial information pertaining to 2018G and
associated with the repossessed assets are not comparable.




During 2019G, the Company revalued the repossessed assets and the net book value for certain assets were less than the
net book value by SAR 5.2 million, and the Company did not record impairment provision for this amount during 2019G. As
at 31 December 2020G, these included seven properties with a cumulative fair value of SAR 25.4 million. Further, the fair
value of five other properties was less than the carrying value of the receivable amount therefore an impairment provision
of SAR 2.5 million (charged to other general and administrative expenses) was recognized by the Company against this
during 2020G. For further details on the Compnay'’s policy for the valuation of the repossessed assets, please refer to the
significant accounting policies of this prospectus.

Advances, prepayments and others mainly include prepaid rent pertaining to the branches, prepaid insurance and
advances to suppliers. Advances, prepayments and others decreased by 31.6% from SAR 11.6 million as at 31 December
2018G to SAR 7.9 million as at 31 December 2019G, due to the application of IFRS 16 which resulted in decline in prepaid
rentals as they were adjusted as part of lease liabilities. Additionally, the Company expensed the previous IPO expenses
to the income statement during 2019G. Advances, prepayments and others increased by 63.1% from SAR 7.9 million as at
31 December 2019G to SAR 12.9 million as at 31 December 2020G, due to the recording of prepaid IPO expenses of SAR
2.3 million pertaining to the on-going IPO process.

Receivables from key management personnel pertain to the loans issued to the executive management for purchase
of Company’s shares at nominal share price with a total value of SAR 35.0 million under the ‘share bonus agreement’
approved in the General Assembly meeting dated 12 December 2017G and post approval by SAMA it was recorded as
receivables in the company’s financials. These loans were to be settled as bonus shares to the employees’ based on their
future performance. Further, the Company started to amortize the balance over a period of three years starting from 01
January 2018G until 31 December 2020G. The outstanding balance of receivables from key management personnel was
therefore fully amortized as at 31 December 2020G.

6.6.2.14 Intangible Assets

The following table presents a summary of the net book value of intangible assets as at 31 December 2018G, 2019G, and
2020G.

Table 85: Intangible Assets

As at 31 December Increase/(decrease) CAGR

SAR000 2018G 2019G 20206~ Dégember December  2018C
Cost
Opening 5,681 9,922 13,926 74.7% 40.4% 56.6%
Additions during the year 4,241 4,004 9,092 (5.6%) 1271% 46.4%
Closing 9,922 13,926 23,018 40.4% 65.3% 52.3%
Accumulated depreciation
Opening (1,985) (3,517) (5,918) 77.2% 68.3% 72.7%
Charge for the year (1,532) (2,401) (4,248) 56.7% 76.9% 66.5%
Closing (3,517) (5,918) (10,166) 68.3% 71.8% 70.0%
Total net book value 6,405 8,008 12,852 25.0% 60.5% A1.7%

Source: Financial Statements and management information

Intangible assets mainly include SAMA license and computer software.

Additions to intangibles made in 2018G, were mainly related to the renewal costs of the SAMA license and other software
licenses.

Intangible additions of SAR 4.0 million during the year ended 31 December 2019G were related to licenses obtained and
renewed in relation to information technology. Additional IT related costs were incurred in order to implement the cyber-
security plan as instructed by SAMA.

Additions to intangible assets in 2020G amounted to SAR 9.1 million related to the implementation of the system and
licenses obtained in connection with the cyber-security project and the launch of FinTech platform. Further, additions
pertain to the new system (Newgen) being implemented to replace the existing FinnOne loan management system.




6.6.2.15 Property and Equipment

The following table presents a summary of the net book value of the Company’s property and equipment as at 31 December
2018G, 2019G, and 2020G.

Table 86: Property and equipment

As at 31 December Increase/(decrease) CAGR
SAR’'000
December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Freehold land 27,963 27,963 27,963
Buildi freehol
Building and freehold 31195 9,851 6,193 208.3% (371%) 39.2%
improvements
Leasehold improvements 2,916 1,724 2,037 (40.9%) 18.2% (16.4%)
Furnit d offi
urniture and otice 2,840 4,685 7,487 65.0% 59.8% 62.4%
equipment
Total net book value 36,914 44,223 43,680 19.8% (1.2%) 8.8%

Source: Financial Statements and management information

Freehold land mainly represents the land purchased for SAR 28.0 million in 2016G located in Al Quds district in Riyadh.
The said property was being used as the Company’s head office, however, the Company moved to a new location on Olaya
street in 2019G. The old location is being used for customer care, IT set-up and for Company’s branch.

Building and freehold improvements relate to the building that was purchased in Al-Quds District during 2016G. The net
book value increased by 208.3% from SAR 3.2 million as at 31 December 2018G to SAR 9.9 million as at 31 December
2019G mainly due to recognition, under this account, of right of use assets under IFRS 16. The net book value of building
and freehold improvements decreased by 371% between 31 December 2019G and 31 December 2020G due to ongoing
depreciation recognized.

Leasehold improvements mainly consist of renovations and other costs incurred by the Company for its branches.
The decrease in the net book value of leasehold improvements between 2018G and 2019G was mainly due to annual
depreciation charge. The net book value of leasehold improvements increased from SAR 1.7 million as at 31 December
2019G to SAR 2.0 million as at 31 December 2020G, mainly due to additional improvements and renovations of the
Company'’s branches during 2020G.

Furniture and office equipment mainly include computers, IT equipment, office furniture, and other electronics. The net
book value of furniture and equipment increased by 65.0% from SAR 2.8 million as at 31 December 2018G to SAR 4.7
million as at 31 December 2019G, due to the relocation of the head office to FALCOM building. After the relocation, new
furniture and office equipment for the head office were also purchased. The net book value of furniture and equipment
further increased by 59.8% from SAR 4.7 million as at 31 December 2019G to SAR 7.5 million as at 31 December 2020G.
This increase was due to the purchase of new computers for some of the Company’s branches.

The Company applied IFRS 16 with effect from 1January 2019G, using the retrospective adjustment approach. Accordingly,
the comparative information has not been modified and continues to be included in accordance with IAS 17 (“Leases”)
and IFRIC Interpretation 4: (“Determining Whether an Arrangement Contains a Lease”). Upon application of IFRS 16,
the Company recognized lease liabilities related to leases, which were previously classified as “operating leases” under
the principles of IAS 17 (“leases”). These liabilities were measured at the present value of the remaining lease payments,
discounted using the additional borrowing rate of the lessee from 1January 2019G. The weighted average borrowing rate
applied to lease liabilities on 1 January 2019G was 5% which was determined based on the average cost of the Company’s
capital as at the date of application.

Right of use assets were measured at the amount equal to the lease liability. Therefore, there was no impact on retained
earnings.

Right of use assets have been adjusted to the extent of any prepaid and due lease payments in relation with a lease
contract recognized in the statement of financial position as at 31 December 2018G. Due to application of IFRS 16, property
and equipment increased by SAR 10.4 million on 1January 2019G, and prepayments decreased by SAR 2.6 million.




6.6.2.16 Liabilities
The following table presents a summary of liabilities as at 31 December 2018G, 2019G, and 2020G.

Table 87: Liabilities

As at 31 December Increase/(decrease) CAGR
SAR’000
December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Accruals and other liabilities 21,748 46,148 34,707 112.2% (24.8%) 26.3%
Islamic bank fi i dl
siamic banktinancings and lease 681791 873789 664,806 28.2% (23.9%) (1.3%)
liabilities*
Provision for Zakat 42130 21,532 23,811 (48.9%) 10.6% (24.8%)
Zakat payable 53,302 23,082 17,31 (56.7%) (25.0%) (43.0%)
Provis.ion for employees’ end of service 6,450 7,802 9,391 21.0% 20.4% 20.7%
benefits
Total 805,421 972,353 750,026 20.7% (22.9%) (3.5%)

Source: Financial Statements and management information

*Note: The Company has adopted IFRS 16 from 1January 2019G, using the modified retrospective approach and therefore, the comparative
information has not been restated and continues to be reported under IAS 17 (“Leases”) and IFRIC 4 (“Determining Whether an Arrangement
Contains a Lease”). Accordingly, the financial information of 2018G is not comparable in relation to and due to adoption of IFRS 16. Refer
to page 138.

6.6.2.17 Accruals and other liabilities
The following table presents a summary of accruals and other liabilities as at 31 December 2018G, 2019G and 2020G.

Table 88: Accruals and other liabilities

As at 31 December Increase/(decrease) CAGR
SAR’000
December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Payable to suppliers 446 2,532 126 467.7% (95.0%) (46.8%)
Accrued employees’ cost 3,539 5,529 4,918 56.2% (11.1%) 17.9%
Accrued key management bonus 6,319 12,894 13,303 1041% 3.2% 451%
and board remuneration
Accrued expenses 4,115 4,626 4,391 12.4% (51%) 3.3%
U lized | fair valuati f
nreaized foss onfalrvaluation o 1,600 o1 54 (431%) (941%) (81.6%)
derivatives
Others 5,729 19,656 11,915 243.1% (39.4%) 44.2%
Total 21,748 46,148 34,707 12.2% (24.8%) 26.3%

Source: Financial Statements and management information




Payable to suppliers represents payables to domestic and international suppliers pertaining to software, website and
other IT related services. Payable to suppliers increased by 467.7% from SAR 0.4 million as at 31 December 2018G to
SAR 2.5 million as at 31 December 2019G. Payable to suppliers decreased by 95.0% to SAR 0.1 million as at 31 December
2020G. Increase in 2019G was primarily due to purchase of IT related equipment for the implementation of the cyber
security plan as instructed by SAMA in 2019G. Decrease in 2020G was mainly due to the settlemt of the payable balance
following the completion of the ecyber security project and the settlement of the corresponding balances.

Accrued employees’ cost mainlyinclude accrued employee leaves, bonus pertaining tothe collectionteam, salesincentives
and employee ticketing and social insurance expenses. Accrued employees’ cost increased from SAR 3.5 million as at 31
December 2018G to SAR 5.5 million as at 31 December 2019G, primarily due to higher employee remuneration and sales
incentives in 2019G in line with Company’s performance. Accrued employees’ cost decreased by 11.1% to SAR 4.9 million
as at 31 December 2020G, due to decline in sales incentive by SAR 0.9 million on account economic slowdown as a result
of the Covid-19 pandemic.

Accrued key management bonus and board remuneration represents the remuneration of the Board of Directors
in addition to the incentives allocated to the employees of the Company. Accrued key management bonus and board
remuneration increased by 104.1% from SAR 6.3 million as at 31 December 2018G to SAR 12.9 million as at 31 December
2019G. Accrued key management bonus and board remuneration further increased to SAR 13.3 million as at 31 December
2020G. The increase was due to an increase in employee incentives as a result of higher profitability.

Accrued expenses mainly comprise accrued professional fees (audit, legal, consultant etc.), utilities, IT expenses, accrued
IT support expenses, accrued promotions & advertising and other related expenses. Accrued expenses increased by
12.4% from SAR 4.1 million as at 31 December 2018G to SAR 4.6 million as at 31 December 2019G. Accrued expenses
decreased by 5.1% to SAR 4.4 million as at 31 December 2020G. Movement in the balance was in the ordinary course of
business varies on a yearly basis.

Unrealized loss on fair valuation of derivatives represents the impact of fair valuation of derivative contracts. The
Company hedged its profit rate risk in order to reduce its financial exposure. The Company had one active contract as at
31 December 2020G. This contract will expire during the first quarter of 2021G. The Company does not plan to renew the
contract as the SIBOR, and the bank spreads are currently low due to the current economic situation.

Others mainly include Amanah accounts (unclaimed balances) which mainly represent the amounts credited to the
Company'’s bank accounts. Others increased by 243.1% from SAR 5.7 million as at 31 December 2018G to SAR 19.7 million
as at 31 December 2019G. Others, however, decreased by 39.4% to SAR 11.9 million as at 31 December 2020G. The
increase and decrease in other payables as at 31 December 2019G and 2020G were due to an increase and decrease in
unclaimed balances, respectively.

6.6.2.18 Islamic Bank Financing and Lease Liabilities

The following table presents a summary of Islamic bank financing and lease liabilities as at 31 December 2018G, 2019G,
and 2020G.

Table 89: Islamic Bank Financing and Lease Liabilities

As at 31 December Increase/(decrease) CAGR
SAR000 2018G 2019G 2020~ Defember December  ZoIse:
Islamic bank financings - gross 684,697 868,438 652,567 26.8% (24.9%) (2.4%)
Unamortized deferred charges (4,610) (3,291) (2,235) (28.6%) (321%) (30.4%)
Accrued finance cost 1,704 3,469 11,022 103.6% 217.7% 154.3%
Islamic bank financings - net 681,791 868,616 661,354 27.4% (23.9%) (1.5%)
Lease liabilities (*) - 5173 3,452 - (33.3%) na
Total 681,791 873,789 664,806 28.2% (23.9%) (1.3%)

Bank financing - net

Current 334,406 352,025 295,526 5.3% (16.0%) (6.0%)




As at 31 December Increase/(decrease) CAGR

SAR000 2018G 2019G 2020G Dezcoﬁ';ger D‘;‘E)ezrgger 2812%%
Non-current 347,385 516,591 365,828 48.7% (29.2%) 2.6%
Total 681,791 868,616 661,354 27.4% (23.9%) (1.5%)
Lease liabilities
Current (*) - 3,453 1,828 na (471%) na
Non-current (*) - 1,720 1,624 na (5.6%) na
Total (*) - 5173 3,452 na (33.3%) na

Source: Financial Statements and management information

*Note: The Company has adopted IFRS 16 from 1January 2019G, using the modified retrospective approach and therefore, the comparative
information has not been restated and continues to be reported under IAS 17 (“Leases”) and IFRIC 4 (“Determining whether an arrangement
contains a lease”). Accordingly, the financial information of 2018G is not comparable in relation to and due to adoption of IFRS 16. Refer to
page 138.

Islamic bank financing increased by 27.4% from SAR 681.8 million as at 31 December 2018G to SAR 868.6 million as at 31
December 2019G. This was mainly due to obtaining additional financing of SAR 581.0 million in 2019G. These additions
mainly included financing of SAR 164.0 million and SAR 227.0 million from Bank Albilad and Riyad Bank, respectively.
Islamic bank financing decreased by 23.9% to SAR 661.4 million as at 31 December 2020G primarily due to repayment of
bank financing as well as lower drawdowns during 2020G.

Unamortized deferred charges represent the deferred admin and management fee payable by the Company over the
remaining tenor of the bank loans. Such charges were not accrued as at the end of each balance sheet date. These
charges normally range from 0.25% - 1.0% of the loan amount.

Accrued finance cost represents the profits due as at each balance sheet date and was paid in the subsequent period.

The Company adopted IFRS 16 with effect from 1 January 2019G and recognized the lease liabilities in line with the
requirements of the said standard. Refer to accounting policies section for details.

6.6.2.19 Financing Details

The following table presents a summary of the financing details as at 31 December 2020G.

Table 90: Financing details

As at 31 December 2020G

Accounts
Tvoe of loan Maturity receivable Profit rate Available Outstanding Headroom
yp (months) coverage swaps limit SAR’000
(%)
Bank Albilad Revolving 35 125% No 300,000 146,080 153,920
Al Rajhi Bank Revolving 39 125% No 400,000 199,333 200,667
National Bank of
ationatBanko Revolving 9 125% No 150,000 10,000 140,000

Bahrain
Riyad Bank Revolving 43 135% No 417,000 208,884 208,116
Bank Allazira Revolving 45 120% No 150,000 9,500 140,500

Revolvi
Emirates NBD eth:/r:g * 36 125% No 132,844 61,917 70,927

NCB (") Term 5 135% Yes - 9,459 -




As at 31 December 2020G

Accounts
Tvoe of loan Maturity receivable Profit rate Available Outstanding Headroom
yp (months) coverage swaps limit SAR’000
(%)
Alawwal Bank () Revolving N/A 125% Yes 505,000 - 505,000
SAMA Term Varied @ N/A No 7,395 7,395 -
Total 2,062,239 652,567 1,419,131

Source: Management information

Note (1): The facility limit as per agreement was SAR 120.0 million which was fully utilized by Company. The outstanding payable balance
amounted to SAR 9.5 million at 31 December 2020G. Being a term loan, no headroom is available.

Note (2): Alawwal is now SABB bank after the merger of these two banks.

Although facility letter has been expired for Alawwal, the facility is available for draw down and the renewal of facility documents is under
process.

Note (3): During 2020G, SAMA provided profit-free loans of SAR 7.4 million to the Company in three batches (Batch 1: SAR 2.7 million
received on 5 October 2020G, Batch 2: SAR 4.3 million received on 23 December 2020G and Batch 3: SAR 0.4 million received on 30
December 2020G). Batch 1 is repayable in 15 monthly instalments with first instalment in February 2021G. Batch 2 is repayable in 18
monthly instalments with first instalment in April 2021G. Batch 3 is repayable in 15 monthly instalments with first instalment in May 2021G.
Such loans were provided to facilitate the financing companies against SAMA’s order to defer instalments of SMEs for six months period
during Covid-19 pandemic in 2020G.

The Company has financing facilities of SAR 2.1 billion from various banks as at 31 December 2020G. The Company has
utilized 31.6% of the total facilities with available headroom of SAR 1.4 billion as at 31 December 2020G.

6.6.2.20 Bank wise outstanding bank financing

The following table presents a summary of bank wise outstanding bank financing as at 31 December 2018G, 2019G, and
2020G.

Table 91: Bank wise outstanding bank financing

As at 31 December Increase/(decrease) CAGR
SAR000 2018G 2019G 20206~ Dégember December 208G
Alawwal Bank (*) 325,673 250,471 - (23.1%) (100.0%) (100.0%)
Riyad Bank 43,750 232,078 208,884 430.5% (10.0%) 118.5%
Bank Albilad 84,142 197,877 146,080 135.2% (26.2%) 31.8%
Al Rajhi Bank 102,633 98,996 199,333 (3.5%) 101.4% 39.4%
National Bank of Bahrain 35,833 20,000 10,000 (44.2%) (50.0%) (47.2%)
Bank Allazira - - 9,500 nm nm nm
GIB 18,750 - - (100.0%) nm (100.0%)
ANB 10,208 - - (100.0%) nm (100.0%)
Emirates NBD 31,354 51,042 61,917 62.8% 21.3% 40.5%
SNB 32,354 17,974 9,459 (44.4%) (47.4%) (45.9%)
SAMA - - 7,395 nm nm nm
Total 684,697 868,438 652,567 26.8% (24.9%) (2.4%)

Source: Management information

Note (*): Alawwal is now SABB bank after the merger of these two banks




Alawwal Bank, Riyad Bank, Bank Albilad, Emirates NBD and Al Rajhi Bank are the Company’s main financiers. The balances
of such banks accounted for 85.8%, 95.6% and 94.4% of the total financing balance as at 31 December 2018G, 2019G,
and 2020G, respectively. Fluctuations in outstanding balance with the banks as at each balance sheet date was due to
additional drawdowns and repayments made by the Company in accordance with the terms of financing agreements.

Table 92: Borrowing compliance as per SAMA

As at 31 December

SAR’'000
2018G 2019G 2020G

Total equity and reserves (A) 947,748 1,016,417 1,119,375
Limit as per SAMA (B) 2 2 2
Total allowed limit (C=A*B) 1,895,496 2,032,834 2,238,750
Total outstanding (D) (681,791) (868,616) (661,354)
Borrowing headroom (E=C+D) 1,213,705 1,164,218 1,577,396
Compliance ratio as per FS 0.7 0.9 0.6
Compliance Compliant Compliant Compliant

Source: Management information

As per SAMA rules, any company that is involved in the financing services other than real estate financing is not allowed to
borrow more than two times of its equity and reserves. We noted that the Company remained compliant with this SAMA
requirement between 31 December 2018G and 31 December 2020G.

Table 93: Financial covenants

As at 31 December

2018G 2019G 2020G
Al Awwal bank
A minimum current ratio of 1x is to be maintained throughout the duration v v v
of the facilities
A minimum Tangible Net Worth of SAR600.0m throughout the duration of v v v
the facilities
The Leverage ratio (Total liabilities divided by Tangible Net Worth) should v v v
not to exceed 3x throughout the duration of he facilities
Total Debt/Gross Receivable (Short/Long) not to exceed 80% throughout v v v
the life-time of the facilities
Al Bilad Bank
Receivables coverage 125% v v v
Interest coverage should not be less than 3x v v v
Submission of quarterly financial statements v v 4
The Leverage ratio (Total liabilities divided by Tangible Net Worth) should v v v
not to exceed 2.5x throughout the duration of he facilities
National Bank of Bahrain
Minimum tangible net worth of SAR 900.0m (prior to FY18 SAR 550.0m) v v v
Minimum current ratio of 1.25x v v v
Maximum leverage of 3x v v v
Loans obtained during any fiscal year with maturity above 3 years must not v v v

exceed 500% of the shareholding




As at 31 December

2018G 2019G 2020G
Bank Al-Jazira
To maintain a maximum tangible leverage ratio at (1.5: 1) v v v
Current ratio not to fall below (1:1) v v v
Al Rajhi Bank
Company shall provide the annual financial statements within 90 days of v v v
the year end
Lending portfolio should not exceed 3x of the shareholders’ equity 4 v v
Riyad Bank
Maximum leverage ratio to be at 2:1 v v v
Coverage of the financial amount to be 135% during the life of the loan v v v
Minimum current ratio to be at 1.25x v v v
Total financing should not exceed 3x obligor’s total equity v v v
SNB
Maximum leverage ratio of 2.8 :1 v v v
The receivables shall not be less than 135% (125% disclaimer from benefits v v v
of receivables, 10% A reserve amount of the outstanding obligation)
Minimum liquidity ratio of 1:1.2 v v v
Total amounts financed shall not exceed 3x Nayifat's shares v 4 v

Default in banks portfolio shall not exceed 5%, in case if the default rate

is calculated by the relevant department (the volume of exposure to the

contract is more than 90 days and inactive against the size of the contract) 4 4 v
and exceeding 5%, the contract shall be replaced by another contract

through a commitment from the Nayifat to include the replacement list

Emirates NBD

Total Debt / Equity Ratio not to exceed 3: 1 v v v
Debt to EBITDA should not exceed to 4: 1 v v v
Total debt / Gross receivables portfolio not to exceed 80% v v v
Dividend payout ratio not to exceed 50% of net profit after Zakat v v v
Gross non-performing loan to not exceed to 8% v v x
Non-performing loans coverage to be minimum 30% v v v

Source: Management information
*v': compliant
x: non-compliant

Short-term and long-term agreements include a number of financial covenants which the Company should abide by. It
should be noted that the Company was in full compliance with the covenants highlighted in the financing agreements. The
only non-compliance instance was noted in the case of the financial covenant mentioned in the Emirates NBD agreement
and which states that the non-performing loans should not exceed 8% of gross receivables at any given date. However,
the Company’s non-performing loans stood at 8.4% of gross receivables at 31 December 2020G, resulting in breach of
a covenant related to the Emirates NBD facility. The Company has obtained a waiver from the bank in connection to the
aforementioned breach during the first quarter of 2021G.




Table 94: Profit rate swap arrangements

31 December 2018G 31 December 2019G 31 December 2020G Dec20
SAR’000 vs Dec19
Notional MITM Loss / Notional MITM Loss Notional MITM Loss charge for
value (gain) value / (gain) value / (gain) the period
Al Awwal Bank 191,498 1,334 69,921 (608)
SNB 112,919 (326) 38,719 9,146 54 (249)
GIB 18,750 60
Total 323,167 1,068 108,640 9,146 54 (857)

Source: Management information

The Company entered into profit rate swap arrangements as part of the financing agreements with Al Awwal Bank, SNB
and GIB. The notional value of the profit rate swap arrangements stood at SAR 323.2 million as at 31 December 2018G,
SAR108.6 million as at 31 December 2019G and SAR 9.1 million as at 31 December 2020G. It should be noted that AIAwwal
bank’s swap was matured on 31 December 2020G; whereas, the SNB related swap will mature in the first quarter of 2021G.

6.6.2.21 Provision for Zakat and Zakat payable
Table 95: Provision for Zakat and Zakat payable

Summary of historical and potential liabilities (SAR’000)

Years Zakat Payments Pl?afsillqitti)‘lal
2009G-2013G 15,309 (15,309) -
2014G-2017G (settlement plan) 36,065 (18,754) 17,311
2018G (Settled) 17,237 (17,237) -
2019G (open) 22,017 (22,017) -
;Z_T_(C):Azzagk:;ﬁg\(/;;gr; (Out of this amount SAR 23.3 million was paid to 23,278 23,278
Total 113,905 (73,316) 40,589
Provision Zakat and tax as per financial statements 2020G 23,811
Recorded in Zakat payable 17,31
Total liability booked as at 31 December 2020G 41,122

Source: Financial Statements and management information

The final assessment and settlement for the Zakat liability for the years 2009G - 2013G was received during the year
2019G. The amount SAR 15.3 million was settled on 7 July 2019G. On 6 February 2019G, ZATCA proposed that the Company
settle the previous Zakat for the years from 2014G-2017G by paying 10% of the net profit as the full settlement of Zakat
liability which amounted to SAR 36.1 million. The Company signed the settlement agreement and paid 20% of the balance
as an advance payment amounted to SAR 7.2 million and the remainder is being paid over a 5 years period in December
of each year, with the last settlement payment to be made in December 2023G. Accordingly, in 2019G the Company has
reversed Zakat expense of SAR 26.8 million for previous years. In 2018G, the Company charged an amount of SAR 17.2
million to Zakat provision and booked a reversal of SAR 21.4 million. The Zakat liability of 2018G and 2019G have been fully
settled. The Zakat return for 2020G was filed in the precised timing on 31 March 2021G and a Zakat certificate for 2020G

was obtained.




6.6.2.22 Provision for Employee End of Service Benefits

The following table presents the summary of historical and potential liability as at 31 December 2020G.

Table 96: Provision for Employee End of Service Benefits

As at 31 December Increase/(decrease) CAGR
SAR000 2018G 2019G 2020G Dezco'igger DZ%ezrgger 2812%%

Opening 5,125 6,450 7,802 25.9% 21.0% 23.4%
Charge for the year 1,996 1,800 3,076 (9.8%) 70.9% 24.1%
Benefits paid (671) (448) (1,487) (33.2%) 231.9% 48.9%
Closing 6,450 7,802 9,391 21.0% 20.4% 20.7%

Source: Financial Statements and management information

Provision for employees’ end of service benefits includes the statutory provision for end of service benefits. These are
paid to employees upon resignation or termination of employment by the Company in line with the Saudi Labor Law.
Provision for employees’ end of service benefits increased by 21.0% from SAR 6.5 million as at 31 December 2018G to SAR
7.8 million as at 31 December 2019G. This was primarily due to increase in the number of employees from 492 employees
(including outsourced) at 31 December 2018G to 562 employees (including outsourced) at 31 December 2019G. Provision
for employees’ end of service benefits further increased by 20.4 % as at 31 December 2020G. This increase was due to an
increase in the remuneration resulting from increments as well as increase in the overall service of the existing employees
(including outsourced).

6.6.3 Shareholders’ Equity

The following table presents a summary of shareholders’ equity as at 31 December 2018G, 2019G, and 2020G.

Table 97: Shareholder’s Equity

As at 31 December Increase/(decrease) CAGR
SAR000 2018G 2019G 2020G D‘Z%'ir;ger Dezf)ezrgger 2812%%
Share capital 850,000 1,000,000 1,000,000 17.6% - 8.5%
Statutory reserve 18,261 40,143 60,290 119.8% 50.2% 81.7%
Retained earnings 79,487 41,426 59,085 (47.9%) 42.6% (13.8%)
Treasury shares - (65,152) - nm (100.0%) nm
Total 947,748 1,016,417 1,119,375 7.2% 10.1% 8.7%

Source: Financial Statements and management information

6.6.3.1 Share Capital

Company had a share capital of SAR 635.0 million (63.5 million shares of SAR 10 each) at the start of 2018G. SAMA
provided approval to the Company for increase in share capital during the reporting period as follows:

® In 2018G to SAR 850.0 million, through issuance of bonus shares to shareholders, approved by the General
Assembly on 28 February 2018G

® In2019Gto SAR 1.0 billion, through issuance of bonus shares to shareholders, approved by the General Assembly
on 2 December 2019G.

6.6.3.2 Statutory Reserve

The ‘statutory reserve’ is a regulatory requirement for the Companies in Saudi Arabia. As per the regulations the Company
is required to set aside a statutory reserve, after absorption of accumulated losses, if any, by the appropriation of 10% of
net income until the reserves equals 30% of the share capital. This reserve is not available for dividend distribution. The
transfer is made to the statutory reserve account on an annual basis at the end of the year.




6.6.3.3 Dividends

In 2020G, the Company has paid dividends, net of treasury shares, amounting to SAR 1 per share after obtaining Board
and SAMA approval.

6.6.3.4 Retained Earnings

The movement in retained earnings was mainly driven by the net income recognized by the Company adjusted for
dividends and transfers to statutory reserves for the financial year ended 31 December 2018G, 2019G, and 2020G.

6.6.3.5 Treasury Shares

During 2019G, the Company bought 2.5 million of its own shares from Falcom Private Equity Fund at SAR 26.0 per share
(net book value of SAR 11.2 million at 31 December 2018G - par value SAR 10 per share) for a total consideration of SAR
65.2 million. These were reported as Treasury Shares under equity. During 2020G, these shares were allocated to all the
existing shareholders per the approval from the Board of Directors and SAMA.

6.6.4 Statement of Cash Flows

The following table presents a summary of the Company’s statement of cash flows for the financial year ended 31
December 2018G, 2019G, and 2020G.

Table 98: Statement of Cash Flows

Financial year ended 31 December Increase/(decrease) CAGR
SAR'000
December December 2018G-
2018G 2019G 2020G 0190 0200 50200
Net cash ted f
et cash generated from / 230,630 (53,306) 425129 (123.1%) 897.5% 35.8%
(used in) operating activities
Net cash used in i i
etcash usedin investing (83,599) (36,409) (91,729) (56.4%) 151.9% 4.7%
activities
Net cash (usedin) / generated (344 444, 31,080 (315,904) 110.0% (1,116.4%) 0.7%
from financing activities
Net change in cash and cash (164,383) (58,635) 17,496 (64.3%) (129.8%) nm
equivalents
h h equival
Cash and cash equivalents at 275,614 111,231 52,596 (59.6%) (52.7%) (56.3%)
the beginning of the year
Cash and cash equivalents at 11,231 52,596 70,092 (52.7%) 33.3% (20.6%)

the end of the year

Source: Financial Statements and management information

6.6.41 Cash Flows from Operating Activities

The following table presents a summary of the statement of cash flows from the Company’s operating activities for the
financial year ended 31 December 2018G, 2019G, and 2020G.

Table 99: Statement of Cash Flows from Operating Activities

Financial year ended 31 December Increase/(decrease) CAGR
SAR’000
December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Net income for the year before Zakat 172,368 213,532 225,761 23.9% 5.7% 14.4%
Adjustments for non-cash items

Depreciation and amortization 4,625 9,951 11,962 115.2% 20.2% 60.8%

Provision f | "end of i
rovision for employees’ end of service 1996 1,800 3,076 (9.8%) 70.9% 241%

benefits




Financial year ended 31 December Increase/(decrease) CAGR

SAR000 2018G 2019G 2020G Dezc(;r;ger D‘;‘(’)ez"(;ger 2812%%
aL:::t:n revaluation of repossessed ) ) 2,458 am am am
Reversal of impairment - net (14,127) (25,482) (1,470) 80.4% (94.2%) (67.7%)
Finance costs 51,991 55,570 43,225 6.9% (22.2%) (8.8%)
Changes in operating assets and
liabilities
Islamic financing receivables 76,300 (247,225) 208,981 (424.0%) (184.5%) 65.5%
Prepayments and other receivables 4,01 15,509 6,663 286.7% (57.0%) 28.9%
Accruals and other liabilities (2,133) 26,000 (11,441) (1,318.9%) (144.0%) (131.6%)
Employees’ end of service benefits paid (671) (448) (1,487) (33.2%) 231.9% 48.9%
Zakat paid (7,325) (45,529) (27,788) 521.6% (39.0%) 94.8%
Finance costs and other charges paid (56,405) (56,984) (34,811) 1.0% (38.9%) (21.4%)
Net cash generated from / (used in) 230,630 (53,306) 425129  (1231%)  (897.5%) 35.8%

operating activities

Source: Financial Statements and management information

Cash used in operating activities amounting to SAR 53.3 million in 2019G was mainly due to an increase in receivables as
a result of an increase in new loan disbursements in 2019G. Cash generated from operating activities amounting to SAR
425.1 million during 2020G was mainly due to the decrease in receivables during 2020G.

6.6.4.2 Cash Flows from Investing Activities

The following table presents a summary of the statement of cash flows from the Company'’s investing activities for the
financial year ended 31 December 2018G, 2019G, and 2020G.

Table 100: Statement of Cash Flows from Investing Activities

Financial year ended 31 December Increase/(decrease) CAGR
SAR’000
December December 2018G-
2018G 2019G 2020G 2019G 2020G 2020G
Additi t t d
1tions to property an (4,000) (4,450) 7171y 11.3% 611% 33.9%
equipment
Additions to intangible asset (4,241) (4,004) (9,092) (5.6%) 1271% 46.4%
Term and margin deposits (75,358) (27,955) (75,466) (62.9%) 170.0% 0.1%
Net cash used in investing (83,599) (36,409) (91,729) (56.4%) 151.9% 4.7%

activities

Source: Financial Statements and management information

Cash used in investing activities decreased by 56.4%, from SAR 83.6 million in 2018G to SAR 36.4 million in 2019G. This
movement was mainly related to the fluctuation in the amount invested in term deposits. Cash used in investing activities
increased to SAR 91.7 million during 2020G, mainly due to the increase in term deposits driven by an investment of a term
deposit in the Emirates NBD during 2020G.




6.6.4.3 Cash Flows from Financing Activities

The following table presents a summary of the statement of cash flows from the Company’s financing activities for the

financial year ended 31 December 2018G, 2019G, and 2020G.

Table 101: Statement of Cash Flows from Financing Activities

Financial year ended 31 December Increase/(decrease) CAGR

Shro00 2018G 2019G 20206~ Dégember  December 2018
Proceeds from financings 279,386 581,375 236,783 108.1% (59.3%) (7.9%)
Repayment of financings (505,800) (397,635) (452,653) (21.4%) 13.8% (5.4%)
Dividends paid (85,000) (85,000) (98,507) 15.9% 7.7%
Principal elements of lease
payments (2,508) (1,527) nm (39.1%) nm
Treasury stock - (65,152) nm (100.0%) nm
Net cash (usedin) / generated 34 44, 31,080 (315904)  (110.0%)  (1,116.4%) 0.7%

from financing activities

Source: Financial Statements and management information

Net movement in financing activities during 2018G, 2019G and 2020G was mainly attributable to proceeds from and
repayments to the banks in connection with Islamic bank financing. Cash used in financing activities was also attributable

to dividends paid during 2018G, 2019G and 2020G.

6.6.5 Related Party Transactions and Balances

The following table presents a summary of related party transactions for the financial year ended 31 December 2018G,

2019G, and 2020G.

Table 102: Related Party Transactions

Financial year ended 31 December

SAR’000 Nature of transaction
2018G 2019G 2020G
Shareholders Cash dividends declared and paid 85,000 85,000 98,507
Compensation for the year 21,401 19,670 22,007
K t ) )
ey managemen Employees’ end of service benefits 614 636 1,032
personnel
Incentive for continuing service 11,667 11,667 11,667
hai Direct
Chairman, Direc o.rs Remuneration for the period of Chairman,
and Board Committee ) ) 7,088 7,058
Directors and Board Committee members
members
Zakat/VAT consultancy fee 427 308 269
Other related parties
IT software services rendered 2,594 5,648 8,053
Commodltles/ securities dealings account - 4,000 21,800 26,500
deposit made
Affiliates Rental charge 273 1,206 1179
Advisory charges and other 1,122 1,660 1,764

Source: Financial Statements and management information




Shareholders

The Company announced and paid cash dividends of SAR 85.0 million, SAR 85.0 million and SAR 98.5 million to
shareholders in 2018G, 2019G and 2020G, respectively.

Key Management Personnel

Compensation for the year: This included compensation paid to all the directors (executive and non-executive) and senior
management reporting to the CEO of the Company. The transactions vary year on year in the normal course of business.
Remuneration of Chairman, Directors and Board Committee members was disclosed separately for 2019G and 2020G.

Employees’ end of service benefits: This represents the benefits paid to the senior management of the Company.

Incentive for continuing service: This represents the amortization charge of the loan amounting to SAR 35.0 million
provided to Saudi executive employees for the purchase of the Company’s shares. This balance was amortized over a
period of three years with a maturity date of 31 December 2020G. Refer to prepayments and other receivables section
for details.

Chairman, Directors and Board Committee members

Remuneration for the period of Chairman, Directors and Board Committee members: This represents the remuneration
and attendance allowances paid to the Chairman, Directors and Board Committee members. These costs were disclosed
as part of compensation for the year under key management personnel during 2018G.

Other Related Parties

Zakat and VAT consultancy fee: This represents the charges paid to the Zakat consultant Ata Albayok’s accounting office
which is owned by one of the Board members ‘Ata Al Bayouk’. These transactions were undertaken through a contractual
agreement under normal commercial terms.

IT Software services provided: This relates to the IT related services provided by ‘ITIS’, an entity related to the Company’s
board member, Fahad Saleh Al 'Musabhi. Increase in these costs during 2019G were mainly attributable to implementation
of cyber security plan as instructed by SAMA. Further increase in these costs during 2020G were mainly attributable
to increase in business with the related party. among other IT related services providers, the company has been using
services from ITIS for some projects as well.

Affiliates

Commodities/securities dealing account: Until 2019G, the Company used ETFs as the underlying commodity for
Tawarruq financing and owned ETF units which are sold to the customers. ETF was being managed by Falcom. However,
from the last quarter of 2019G, the Company replaced ETFs with Platinum as the underlying commodity. Transactions
reported during 2018G and 2019G represented transfers made to the ETF in connection with maintaining the value of
investments in the fund. Increase from SAR 4.0 million in 2018G to SAR 21.8 million in 2019G and to SAR 26.5 million
in 2020G was mainly due to an overall increase in the business of the Company. These transactions were undertaken
through a contractual agreement at normal commercial terms.

Rental charge: This pertains to the rent paid to Falcom for Olaya branch and store as well as the head office space (2019G
onwards) which are located in Falcom’s head office building on Olaya street. These transactions were undertaken through
a contractual lease agreement at normal commercial terms.

Advisory charges and other: Advisory charges and other mainly include:

e Commissions paid to Falcom in connection with the purchase and sale of ETFs / Platinum for its Tawarruq
products

e Shared fees for Shariah Supervisory Board payments made to Falcom Related Party Balances

The following table presents a summary of the balances of related parties for the financial year ended 31 December 2018G,
2019G, and 2020G.




Table 103: Related Party Balances

Financial year ended as at 31

December Increase/(decrease) CAGR
SAR000 D b D b 2018G
ecember ecember -
2018G 2019G 2020G 2019G 2020G 2020G
Receivables from / advanc-
es to related parties
Affiliates - Term deposits 2,340 9,697 34,562 314.4% 256.4% 284.3%
Receivable f k
ecelvable from key 23,333 11,667 . (50.5%) (100.0%) nm
management personnel
Total 25,673 21,364 34,562 (16.8%) 61.8% 16.0%
Payables / accruals
Key management
compensation and Board 7,063 12,894 13,303 82.6% 3.2% 37.2%
remuneration
Provisi f EOSB of Ki
rovision o orney - 3,046 3,263 nm 71% nm
Management Personnel
Total 7,063 15,940 16,566 125.7% 3.9% 53.1%

Source: Financial Statements and management information

Receivables from / advances to related parties

Affiliates - short term deposits: This represented deposit with Falcom in ETF and Platinum (fourth quarter 2019G and
onwards). The value of these financial assets is based on the market value of stocks included therein. Fluctuations in
amount due from Falcom was linked to the value of ETF / Platinum investment as well as the overall business requirement
at each balance sheet reporting date.

Receivables from key management personnel: The Company, in accordance with SAMA’s requirements, issued shares
to Saudi executive employees during 2017G. The Company recognized this transaction as a loan to staff. This receivable
was amortized over a period of three years until 31 December 2020G. Refer to prepayments and other receivables section
for details.

Payables / accruals

Key management compensation and Board remuneration: This relates to the accrued bonus payable to senior
management as well as remuneration payable to board members. Increase in the balance at 31 December 2019G was due
to increase in bonus accrual for senior management. There was no material variance in this balance as at 31 December
2020G.

Provision of EOSB of Key Management Personnel: This represents the end of service benefits payable to the key
management staff of the Company. Increase in balance by 71% at 31 December 2020G was associated with overall
increase in service years of those key management personnel.




6.7 Results of Operations for the three months period ended 31 March
2021G

6.71 Interim statement of comprehensive income

The following table presents the Company'’s interim statement of comprehensive income for the financial periods ended
31 March 2020G and 2021G.

Table 104: Results of Operations - Interim statement of comprehensive income

Three months period ended 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G

Income from Islamic financing 108,431 99,059 (8.6%)
Other income m 325 192.8%
Expenses

Finance costs (13,894) (5,999) (56.8%)
Reversal of impairment - net 544 5,409 894.3%
Salaries and employee related expenses (24,934) (20,787) (16.6%)
Other general and administrative expenses (7,572) (10,301) 36.0%
Depreciation and amortization (2,928) (3,082) 5.3%
Total expenses (48,784) (34,760) (28.7%)
Income before Zakat 59,758 64,624 8.1%
Charge for the period (6,010) (6,700) 11.5%
Net income for the period 53,748 57,924 7.8%

Source: Financial Statements and management information

Income from Islamic financing declined by 8.6% from SAR 108.4 million during the three months period ended 31 March
2020G to SAR 99.1 million during the three months period ended 31 March 2021G. This primarily resulted from the lower
financing base during the three months period ended 31 March 2021G (average financing portfolio of SAR 1.57 billion) as
compared to higher financing base during the three months period ended 31 March 2020G (average financing portfolio
of SAR 1.74 billion).

Otherincome increased by 192.8% from SAR 0.1 million during the three months period ended 31 March 2020G to SAR 0.3
million during the corresponding period in 2021G. This was primarily on account of credit card related expenses of SAR
0.4 million recorded during March 2020G.

Finance costs decreased by 56.8% from SAR 13.9 million during the three months period ended 31 March 2020G to SAR
6.0 million during the corresponding period in 2021G. This was due to the decline in finance cost on Islamic bank financing
by SAR 7.4 million in the three months period ended 31 March 2021G driven by decline in average Islamic bank borrowings
as well as the reduction in profit rate.

Reversal of impairment - net increased by 894.3% from SAR 0.5 million during the three months period ended 31 March
2020G to SAR 5.4 million during the three months period ended 31 March 2021G. This was mainly on account of decline
in provision for impairment by 25.3% and increase in income from write off recoveries by 38.9% during the three months
period ended 31 March 2021G as compared to the three months period ended 31 March 2020G.

Salaries and employee-related expenses declined by 16.6% from SAR 24.9 million during the three months period ended
31 March 2020G to SAR 20.8 million during the three months period ended 31 March 2021G. This primarily resulted from
the decline in salaries & employee related costs and management fees and bonus accounts by SAR 1.3 million and SAR
2.7 million, respectively.




Other general and administrative expenses increased by 36.0% from SAR 7.6 million in the three months period ended
31 March 2020G to SAR 10.3 million in the three months period ended 31 March 2021G. This was mainly on account of
increase in VAT expense during the three months period ended 31 March 2021G.

Depreciation and amortization increased by 5.3% from SAR 2.9 million during the three months period ended 31
March 2020G to SAR 3.1 million during the corresponding period in 2021G. This was primarily driven by the increase in
amortization expense from SAR 0.8 million during the three months period ended 31 March 2020G to SAR 1.3 million
during the three months period ended 31 March 2021G.

6.71.1 Income from Islamic financing

The following table presents an overview of the Company’s income from Islamic financing for the financial periods ended
31 March 2020G and 2021G.

Table 105: Income from Islamic financing

Three months period ended 31 March Increase/(decrease)
SAR’'000
2020G 2021G March 2021G
Profit from financing products 107,493 97,494 (9.3%)
Fee and commission income 3,540 4,347 22.8%
Amortization of transaction costs (2,602) (2,782) 6.9%
Total 108,431 99,059 (8.6%)

Source: Management information

The following table presents an overview of the Company’s income from Islamic financing by product for the financial
periods ended 31 March 2020G and 2021G.

Table 106: Income from Islamic financing

Three months period ended 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G

Tawarruq 106,748 93,790 (1210%)
Murabaha (4) - (100.0%)
ljarah - - na

SME 1,687 5,269 212.3%

Total 108,431 99,059 (8.6%)

Source: Management information

6.71.2 Profit from financing products

The following table shows income from profit from financing products for the financial periods ended 31 March 2020G
and 2021G.

Table 107: Profit from financing products

Three months period ended 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Profit from financing products 107,496 97,494 (9.3%)
Profit Suspense account (4) - (100.0%)
Total 107,493 97,494 (9.3%)

Source: Management information




Profit from financing products declined by 9.3% from SAR 107.5 million during the three months period ended 31 March
2020G to SAR 97.5 million during the three months period ended 31 March 2021G. This primarily resulted from the lower
financing base during the three months period ended 31 March 2021G (average financing portfolio of SAR 1.57 billion) as
compared to higher financing base during the three months period ended 31 March 2020G (average financing portfolio
of SAR 1.74 billion).

Company had 27 operational branches as at 31 March 2021G. Two of the branches reported loss of SAR 0.5m (combined)
during the three months period ended 31 March 2021G. Revenue contribution from these two branches accounted 2.1%
of the total revenue generated during 3M21. While the average lending rate stood at 23.8% and 25.3% during the three
months period ended 31 March 2020G and the three months period ended 31 March 2021G, the average borrowing rate
stood at 5.4% and 3.3% at the aforementioned periods. As a result, the net profit rate spread amounted to 18.4% and
22.0% in the three months period ended 31 March 2020G and the three months period ended 31 March 2021G.

It should be noted that the average booking rate increased to 40.3% in the first quarter of 2021G as compared to 34.4%
in the first quarter of 2020G where the drop in booking rate in the first quarter of 2020G was mainly due to the imposed
lockdowns during the Covid-19 outbreak.

6.71.3 Fee and commission income

The following table shows the Company’s income from fee and commission for the financial periods ended 31 March
2020G and 2021G.

Table 108: Fee and commission income

Three months period ended 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Admin fee 1,902 1,954 2.87%
Wagala fee 1,638 2,128 29.9%
Other fee - 264 na
Total 3,540 4,347 22.8%

Source: Management information

Admin fee did not witness material fluctuation during the three months period ended 31 March 2021G as compared to the
corresponding period in 2020G.

Wagqala fee increased by 29.9% from SAR 1.6 million during the three months period ended 31 March 2020G to SAR 2.1
million during the three months period ended 31 March 2021G. This primarily resulted from an increase in the number of
bookings from 3,826 bookings during the three months period ended 31 March 2020G to 4,891 bookings during the three
months period ended 31 March 2021G.

Other fees during the three months period ended 31 March 2021G was mainly related to fees charged by the Company on
use of credit cards (such as, cash withdrawal / advance etc.). Credit card business was launched in June 2020G, therefore,
no fee was recorded during the three months period ended 31 March 2020G.

6.71.4 Finance costs
The following table shows the details of finance costs for the financial periods ended 31 March 2020G and 2021G.

Table 109: Finance costs

Three months period ended 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Finance cost on Islamic bank financing 12,489 5,049 (59.6%)
Finance cost on lease liabilities 55 34 (38.2%)
Gain on fair valuation of derivatives 11) (45) (309.1%)
Bank charges 1,361 961 (29.4%)
Total 13,894 5,999 (56.8%)

Source: Management information




Finance cost on Islamic bank financing declined by 59.6% from SAR 12.5 million during the three months period ended
31 March 2020G to SAR 5.0 million during the three months period ended 31 March 2021G. This was mainly driven by a
decline in the borrowings from SAR 973.8 million as at 31 March 2020G to SAR 561.4 million as at 31 March 2021G. Further,
average borrowing rate also witnessed a decline from 5.4% during the three months period ended 31 March 2020G to
3.3% during the three months period ended 31 March 2021G.

Finance cost on lease liabilities did not witness material fluctuation during the three months period ended 2021G as
compared to the corresponding period in 2020G.

Increase in gain on fair valuation of derivatives by 309.1% during the three months period ended 31 March 2021G as
compared to the corresponding period in 2020G was due to loss of SAR 49.4 thousand recognized from Alawwal hedging
contract during the three months period ended 31 March 2020G. Alawwal hedging contract expired during 2020G,
therefore, no gain or loss was recognized during the three months period ended 31 March 2021G.

Bank charges declined by 29.4% from SAR 1.4 million during the three months period ended 31 March 2020G to SAR 1.0
million during the three months period ended 31 March 2021G. This was primarily on account of upfront fees of SAR 0.5
million charged by Riyad bank on Monsha’at facility during the three months period ended 31 March 2020G.

6.71.5 Reversal for impairment, net

The following table shows the details of reversal of impairment, net for the financial periods ended 31 March 2020G and
2021G.

Table 110: Reversal for impairment, net

Three months period ended 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Provision for impairment (7,259) (5,426) (25.3%)
Income from write off recoveries 7,803 10,835 38.9%
Total 544 5,409 894.3%

Source: Financial Statements and management information

Provision for impairment declined by 25.3% from 7.3 million during the three months period ended 31 March 2020G to
SAR 5.4 million during the three months period ended 31 March 2021G. This primarily resulted from an overall decline in
Islamic financing receivables from SAR 1.7 billion as at 31 March 2020G to SAR 1.6 billion at 31 March 2021G. Further, the
economic factor assumptions used for calculating expected credit loss has also witnessed improvement in line with ease
of lock down and other restrictions.

Income from write off recoveries increased by 38.9% from SAR 7.8 million during the three months period ended 31
March 2020G to SAR 10.8 million during the three months period ended 31 March 2021G. This was due to increased
efforts of the collections team to recover the amounts from customers and the proactive legal measures taken by the
Company. Additionally, precautionary measures were imposed by Government during the month of March 2020G which
also affected the recoveries during the three months period ended 31 March 2020G. For additional information about
provision for impairment, refer to table 130, “Movement in Provision for Impairment of Islamic financing receivables”.

6.71.6 Salaries and employee related expenses

The following table presents Nayifat’s salaries and employee related expenses for the financial periods ended 31 March
2020G and 2021G.

Table 111: Salaries and employee related expenses

Three months period ended 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Salaries & employee related costs 19,181 17,841 (7.0%)
Management fees and bonus 4,792 2,083 (56.5%)
Directors and Board committee fees 961 863 (10.2%)
Total 24,934 20,787 (16.6%)

Source: Financial Statements and management information




Salaries and employee related costs declined by 7.0% from SAR 19.2 million during the three months period ended 31
March 2020G to SAR 17.8 million during the three months period ended 31 March 2021G. This was primarily driven by a
decline in the headcount from 587 employees (including outsourced) as at 31 March 2020G to 529 employees as at 31
March 2021G.

Management fees and bonus decreased by 56.5% from SAR 4.8 million during the three months period ended 31
March 2020G to SAR 2.1 million during the three months period ended 31 March 2021G. This was mainly on account of
amortization expenses of SAR 2.9 million recognized during the three months period ended 31 March 2020G related to
the ‘3-year achievement-based share bonus agreement’ introduced by the Company in 2017G for its executive staff. Since
the amortization of the total balance of SAR 35.0 million was completed in December 2020G, no expense was recognized
during the three months period ended 31 March 2021G.

Directors and Board committee fees declined by 10.2% from SAR 1.0 million during the three months period ended 31
March 2020G to SAR 0.9 million during the three months period ended 31 March 2021G. This was primarily driven by
decline in number of meetings projected during the three months period ended 31 March 2021G as compared to the
corresponding period in 2020G.

6.71.7 Other general and administrative expenses

The following table shows the details of other general and administrative expenses for the financial periods ended 31
March 2020G and 2021G.

Table 112: Other general and administrative expenses

Three months period ended 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G

Insurance 1,545 1,294 (16.2%)
Rentals relating to short term leases 3n 388 24.8%
Legal & professional charges 1,119 1,427 27.5%
Utilities, telephone and communication 682 1,098 61.0%
Repairs, maintenance & office supplies 946 1,037 9.6%

IT support charges 1,033 278 (73.1%)
Loss on revaluation of investment property 223 - (100.0%)
Marketing and advertisements 16 544 3300.0%
VAT expense 769 3,088 301.6%
Others 928 1,147 23.6%
Total 7,572 10,301 36.0%

Source: Management information

Insurance declined by 16.2% from SAR 1.5 million during the three months period ended 31 March 2020G to SAR 1.3 million
during the three months period ended 31 March 2021G. This decline was mainly associated with the decline in the premium
of customer life insurance by SAR 0.2 million during the three months period ended 31 March 2021G as compared to the
corresponding period in 2021G in line with decline in the overall consumer finance portfolio. The Company had 43,284
consumer finance customers at 31 March 2021G as compared to 47,525 consumer financing customers at 31 March
2020G.

Rentals relating to short term leases increased by 24.8% from SAR 0.3 million during the three months period ended
31 March 2020G to SAR 0.4 million during the three months period ended 31 March 2021G. This primarily resulted from
increase in annual rent as per the lease agreements.

Legal and professional charges increased by 27.5% from SAR 1.1 million during the three months period ended 31 March
2020G to SAR 1.4 million during the three months period ended 31 March 2021G. This primarily resulted from the slowdown
of collection process after imposition of precautionary measures (travel restrictions, lockdown etc.) during the month of
March 2020G which resulted in lower legal and professional charges during the three months period ended 31 March
2020G.




Utilities, telephone and communications expense increased by 61.0% from SAR 0.7 million during the three months
period ended 31 March 2020G to SAR 1.1 million during the three months period ended 31 March 2021G. This increase
was mainly due to an increase in telephone expenses by SAR 0.5 million during the three months period ended 31 March
2021G. Higher telephone expenses were due to overall change in the work environment post Covid-19 pandemic (remote
working, etc.).

Repairs, maintenance & office supplies increased by 9.6% from SAR 0.9 million during the three months period ended
31 March 2020G to SAR 1.0 million during the three months period ended 31 March 2021G. This was primarily driven by
increase in admin entertainment expenses by SAR 0.1 million during the three months period ended 31 March 2021G in
the normal course of business. Lower such expenses were incurred in the month of March 2020G on account of lock down
to curb the spread of Covid-19 pandemic by Government.

IT support charges declined by 73.1% from SAR 1.0 million during the three months period ended 31 March 2020G to SAR
0.3 million during the three months period ended 31 March 2021G. The Company had entered into long term licensing
agreement with various vendors to implement the cyber security plan during 2020G which resulted in higher IT support
charges during the three months period ended 31 March 2020G.

As the valuation exercise for investment property is conducted by Management on an annual basis at the end of financial
year, no revaluation was done as at 31 March 2021G. Therefore, no gain or loss was recognized during the three months
period ended 31 March 2021G by the Company. Based on internal deliberation, the Company booked a loss of SAR 0.2
million during the three months period ended 31 March 2020G.

Marketing and advertisement expenses increased by SAR 0.5 million during the three months period ended 31 March
2021G as compared to the corresponding period in 2020G. This was due to increased marketing campaigns launched by
the Company pertaining to credit cards and fintech.

VAT expense increased by 301.6% from SAR 0.8 million during the three months period ended 31 March 2020G to SAR 3.1
million during the three months period ended 31 March 2021G. The increase was mainly associated with an increase in VAT
rate (from 5.0% to 15.0%) with effect from 01 July 2020G.

Other expenses increased by 23.6% from SAR 0.9 million during the three months period ended 31 March 2020G to SAR
1.1 million during the three months period ended 31 March 2021G. This was primarily driven by an increase in credit card
related expenses by SAR 0.3 million during the three months period ended 31 March 2021G, which were partially offset by
increase in other expenses in the normal course of business.

6.71.8 Depreciation and amortization

The following table shows details of depreciation and amortization for the financial periods ended 31 March 2020G and
2021G.

Table 113: Depreciation and amortization

Three months period ended 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Depreciation 2,130 1,832 (14.0%)
Amortization 798 1,250 56.6%
Total 2,928 3,082 5.3%

Source: Management information

Depreciation expense declined by 14.0% from SAR 2.1 million during the period ended 31 March 2020G to SAR 1.8 million
during the period ended 31 March 2021G. This was mainly on account of decline in depreciation expense of leasehold
improvements (SAR 0.2 million), furniture and fixtures (SAR 0.1 million) and right of use assets (SAR 0.4 million). Certain
assets were fully depreciated in 2020G; therefore, no depreciation of such assets was recognized during the period ended
31 March 2021G. The decline was partially offset by increase in depreciation pertaining to computer hardware (SAR 0.4
million) during the period ended 31 March 2021G as a result of additions between April 2020G and December 2020G.




Amortization expense increased by 56.6% from SAR 0.8 million during the three months period ended 31 March 2020G to
SAR 1.3 million during the three months period ended 31 March 2021G. This primarily resulted from increase in intangible
assets (mainly computer software) from SAR 9.4 million as at 31 March 2020G to SAR 14.0 million as at 31 March 2021G
driven by the implementation of cyber security plan.

6.71.9 Otherincome
The following table shows details of other income for the financial periods ended 31 March 2020G and 2021G.

Table 114: Otherincome

Three months period ended 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Rentals 217 217
Income on short-term deposit - murabaha 262 108 (58.8%)
Credit card related expenses - net (368) - (100.0%)
Total m 325 192.8%

Source: Management information

Rentals income remained constant during the three months period ended 31 March 2020G as compared to the three
months period ended 31 March 2021G.

Income from short-term deposit - murabaha declined by 58.8% from SAR 0.3 million during the three months period
ended 31 March 2020G to SAR 0.1 million during the three months period ended 31 March 2021G. This was mainly due to
decline in profit rate driven by decline in SIBOR during the three months period ended 31 March 2021G as compared to
corresponding period in 2020G. 3 months SIBOR (monthly average) declined from 1.3% at March 2020G to 0.8% at March
2021G.

Credit card related expenses of SAR 0.4 million during the three months period ended 31 March 2020G were associated
with the pre-operating charges prior to the launch of credit cards. After the launch of credit cards segment in June 2020G,
such expenses were recognized in other general and administrative expenses.

6.7.2 Interim statement of financial position

The following table presents a summary of the Company’s interim statement of financial position as at 31 December
2020G and 31 March 2021G.

Table 115: Interim statement of financial position

SAR'000 As at 31 December As at 31 March Increase/(decrease)
2020G 2021G March 2021G

Assets
Cash and cash equivalents 70,092 51,383 (26.7%)
Term and margin deposits 190,150 140,202 (26.3%)
Islamic financing receivables 1,520,583 1,550,043 1.9%
Equity investments at FVTOCI 893 893
Prepayments and other receivables 12,940 17,712 36.9%
Investment property 18,211 18,211
Intangible assets 12,852 13,979 8.8%
Property and equipment 43,680 43,230 (1.0%)
Total assets 1,869,401 1,835,653 (1.8%)
Liabilities

Accruals and other liabilities 34,707 36,637 5.6%




As at 31 December

As at 31 March

Increase/(decrease)

SAR’000
2020G 2021G March 2021G

Islamic bank financing and lease liabilities 664,806 563,815 (15.2%)
Provision for Zakat 23,811 30,512 28.1%
Zakat payable 17,311 17,311
Eg:]\;i:icc;n for employees’ end of service 9,391 10,079 73%
Total liabilities 750,026 658,354 (12.2%)
Equity
Share capital 1,000,000 1,000,000
Statutory reserve 60,290 60,290
Retained earnings 59,085 117,009 98.0%
Total shareholders’ equity 1,119,375 1,177,299 5.2%
Total liabilities and shareholders’ equity 1,869,401 1,835,653 (1.8%)

Source: Financial Statements and management information

Total assets did not witness material fluctuation between 31 December 2020G and 31 March 2021G.

Total liabilities declined by 12.2% from SAR 750.0 million at 31 December 2020G to SAR 658.4 million at 31 March 2021G.
This primarily resulted from the decline in bank financing by 15.1% from SAR 661.4 million at 31 December 2020G to SAR
561.4 million at 31 March 2021G which was driven by higher settlements and lower drawdowns.

Total equity increased by 5.2% from SAR 1,119.4 million at 31 December 2020G to SAR 1,177.3 million at 31 March 2021G.
This was mainly on account of surge in retained earnings driven by the net income of SAR 57.9 million generated during
the three months period ended 31 March 2021G.

6.7.21 Assets
The following table presents a summary of assets as at 31 December 2020G and 31 March 2021G

Table 116: Assets

SAR'000 As at 31 December As at 31 March Increase/(decrease)
2020G 2021G March 2021G

Cash and cash equivalents 70,092 51,383 (26.7%)
Term and margin deposits 190,150 140,202 (26.3%)
Islamic financing receivables 1,520,583 1,550,043 1.9%
Equity investments at FVTOCI 893 893

Prepayments and other receivables 12,940 17,712 36.9%
Investment property 18,211 18,211

Intangible assets 12,852 13,979 8.8%
Property and equipment 43,680 43,230 (1.0%)
Total assets 1,869,401 1,835,653 (1.8%)

Source: Financial Statements and management information




6.7.2.2 Cash & cash equivalents
The following table presents Nayifat’s cash & cash equivalents as at 31 December 2020G and 31 March 2021G.

Table 117: Cash & cash equivalents

As at 31 December As at 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Cash in hand 10 10
Cash at banks 70,082 51,373 (26.7%)
Total 70,092 51,383 (26.7%)

Source: Financial Statements and management information

Cash in hand consists of petty cash available to meet the routine business expenses.

Cash at banks declined by 26.7% from SAR 70.1 million at 31 December 2020G to SAR 51.4 million at 31 March 2021G. This
primarily resulted from the movement in net cash from operating activities and financing activities, partially offset by the
movement of net cash from investing activities during the three months period ended 31 March 2021G.

6.7.2.3 Term and margin deposits

The following table presents a summary of term and margin deposits as at 31 December 2020G and 31 March 2021G.

Table 118: Term and margin deposits

As at 31 December As at 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Margins deposits held with banks 35,587 35,587
Term deposits 154,563 104,615 (32.3%)
Total 190,150 140,202 (26.3%)

Source: Financial Statements and management information

Margin deposits held with banks remained constant between 31 December 2020G and 31 March 2021G.

Term deposits decreased by 32.3% from SAR 154.6 million at 31 December 2020G to SAR 104.6 million at 31 March 2021G.
This was primarily driven by decline in investment with Emirates NBD bank from SAR 120.0 million at 31 December 2020G
to SAR 70.0 million as at 31 March 2021G.

6.7.2.4 lIslamic financing receivables

The following table presents a summary of the Islamic financing receivables as at 31 December 2020G and 31 March
2021G

Table 119: Islamic financing receivables

As at 31 December As at 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Tawarruq financing 1,512,000 1,539,040 1.8%
Islamic credit cards 8,583 11,003 28.2%
Total 1,520,583 1,550,043 1.9%

Source: Financial Statements and management information




The following table presents a summary of the Tawarruq financing receivables as at 31 December 2020G and 31 March
2021G.

Table 120: Tawarruq financing

As at 31 December As at 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Gross receivables - Tawarruq 2,328,647 2,385,717 2.5%
Unearned finance income (773,593) (798,547) 3.2%
Net of unearned finance income 1,555,054 1,587,170 2.1%
Provision for impairment (43,054) (48,130) 11.8%
Total 1,512,000 1,539,040 1.8%

Source: Financial Statements and management information

Gross receivables did not witness material fluctuation between 31 December 2020G and 31 March 2021G. The 1.8%
increase was attributed to new loan disbursements amounting to SAR 256.2 million during the first quarter of 2021G. This
was partially offset by collections made from customers during the same period.

Unearned finance income did not witness significant fluctuation between 31 December 2020G and 31 March 2021G.

Provision for impairment increased by 11.8% at 31 March 2021G, from SAR 43.1 million at 31 December 2020G to SAR
48.1 million at 31 March 2021G. This was primarily due to higher receivables in under and non-performing age buckets at
31 March 2021G driven by holding of cash by customers ahead of the month of Ramadan. Collectively, under-performing
and non-performing receivables increased from SAR 155.2 million at 31 December 2020G to SAR 172.6 million at 31 March
2021G. Such movement of receivables in higher buckets was due to delay in collections amid current economic situation
driven by Covid-19 pandemic.

The following table presents a summary of the Islamic credit cards receivables as at 31 December 2020G and 31 March
2021G.

Table 121: Islamic credit cards

As at 31 December As at 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Gross receivables 8,866 11,636 31.2%
Provision for impairment (283) (633) 123.7%
Total 8,583 11,003 28.2%

Source: Financial Statements and management information

Gross receivables from Islamic credit cards increased by 31.2% from SAR 8.9 million at 31 December 2020G to SAR 11.6
million at 31 March 2021G due to increase in the number of issued credit cards. Company had 774 credit cards in issue as
at 31 March 2021G as compared to 545 cards as at 31 December 2020G.

Due to overall increase in credit card receivables, provision for impairment also witnessed an increase of 123.7% as at 31
March 2021G.




The following table presents the borrowing compliance status with SAMA limits and requirements

Table 122: Borrowing Compliance as per SAMA

SAR'000 As at 31 December As at 31 March
2020G 2021G

Limit on lending
Total equity and reserves (A) 1,119,375 1,177,299
Limit as per SAMA (B) 3.5 35
Total allowed limit (C=A*B) 3,917,813 4,120,547
Net receivables (D) (1,520,583) (1,550,043)
Lending headroom (E=C+D) 2,397,230 2,570,504
Compliance ratio as per FS 1.4 1.3
Compliance status Compliant Compliant

Source: Management information

The Company remained compliant with the lending covenants as per SAMA regulations between 31 December 2020G
and 31 March 2021G. The covenants states that the aggregate amount of finance offered by a finance company shall not
exceed three folds the capital and reserves of a Company engaging in finance activities (other than real estate financing)
during a certain year or period.

Islamic financing Receivables by Category

The following table presents a summary of the Islamic financing receivables by category as at 31 December 2020G and
31 March 2021G.

Table 123: Islamic financing receivables by Category

As at 31 December As at 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Consumer 2,237,006 2,221,028 (0.7%)
SME 100,507 176,325 75.4%
Total 2,337,513 2,397,353 2.6%

Source: Management information

Consumer segment remained the highest contributor to the Islamic financing receivables constituting 95.7% and 92.6%
of the total Islamic financing receivables as at 31 December 2020G and 31 March 2021G, respectively. Islamic financing
receivables from consumer segment did not witness a material fluctuation between 31 December 2020G and 31 March
2021G.

Receivables from SME segment increased by 75.4% from SAR 100.5 million at 31 December 2020G to SAR 176.3 million
at 31 March 2021G. This was primarily due to new loans of SAR 53.0 million (principal only, excluding SAR 25.7 million
unearned finance income) issued to SMEs during the three months period ended 31 March 2021G.

Receivables by product

The following table presents a summary of Islamic financing receivables by product as at 31 December 2020G and 31
March 2021G.




Table 124: Receivables by product

As at 31 December As at 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Tawarruq 2,337,487 2,397,327 2.6%
Murabaha 26 26
Total 2,337,513 2,397,353 2.6%

Source: Management information

Tawarruq product constituted almost 100.0% of the entire portfolio of the Company as at 31 December 2020G and 31
March 2021G. The Company launched the credit card product in June 2020G, and receivables of SAR 8.9 million and SAR
11.6 million were related to these as at 31 December 2020G and 31 March 2021G, respectively. These were classified as
part of Tawarrug.

Receivables by sector

The following table presents a summary of the Islamic financing receivables by sector as at 31 December 2020G and 31
March 2021G.

Table 125: Receivables by sector

As at 31 December As at 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Public 2,152,677 2,135,006 (0.8%)
Private 84,329 86,022 2.0%
SMEs 100,507 176,325 75.4%
Total 2,337,513 2,397,353 2.6%

Source: Management information

The public sector includes military personnel and government employees. The public sector accounted for the largest
portion of the Company’s receivables representing 92.1% and 89.1% of the total receivables as at 31 December 2020G and
31 March 2021G, respectively. Islamic financing receivables in these sectors did not withess material fluctuation between
31 December 2020G and 31 March 2021G.

Refer to ‘Islamic financing receivables by category’ for details on movement in SMEs.

Islamic financing Receivables by Income Level

The following table presents a summary of the Islamic financing receivables by income level as at 31 December 2020G
and 31 March 2021G.

Table 126: Islamic financing Receivables by Income Level

SAR'000 As at 31 December As at 31 March Increase/(decrease)
2020G 2021G March 2021G

<5,000 10,339 13,682 32.3%
5,001-10,000 676,792 649,100 (4.1%)
10,001-15,000 941,501 934,905 (0.7%)
15,001-20,000 414,446 423,425 2.2%

>20,000 193,928 199,916 3.1%

SMEs (SAR 1.0 million to SAR 10.0 million) 100,507 176,325 75.4%
Total 2,337,513 2,397,353 2.6%

Source: Management information




The Company’s Islamic financing receivables are mainly concentrated in the income level that ranges between SAR
5,000 and SAR 20,000 per month. Islamic financing receivables from these income level collectively represented 87.0%
and 83.7% of the total Islamic financing receivables as at 31 December 2020G and 31 March 2021G, respectively. Such
concentration was due to Company’s focus on these clients as low to middle income groups are in higher need of financing.
The rate of return to the Company is same across all the income bands and the rates only vary depending on the tenor
and the amount of loan.

Islamic financing receivables by location

The following table presents a summary of the Islamic financing receivables by location as at 31 December 2020G and 31
March 2021G.

Table 127: Islamic financing receivables by location

As at 31 December As at 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G

Riyadh region 1,244,189 1,326,560 6.6%

Dammam region 361,988 353,982 (2.2%)
Makkah region 359,466 353,680 (1.6%)
Al Baha 21,547 20,881 (3.1%)
Jizan 55,221 54,409 (1.5%)
Jouf 49,127 48,607 (1.1%)
Madina 38,119 35,191 (7.7%)
Qassim 39,752 39,205 (1.4%)
Tabuk 29,531 26,599 (9.9%)
Abha/Asir 100,637 100,090 (0.5%)
Hail 20,658 22,150 7.2%

Najran 17,278 15,999 (7.4%)
Total 2,337,513 2,397,353 2.6%

Source: Management information

Islamic financing receivables from all locations (except Riyadh and Hail) observed a declining trend as at 31 March 2021G
primarily due to settlement of loans and lower disbursals during the same period.

The increase in Islamic financing receivables from Riyadh region and Hail city as at 31 March 2021G was due to higher new
loan disbursements in these regions.

Classification of Islamic Financing Receivables

The following table presents a summary of the classification of Islamic financing receivables as at 31 December 2020G
and 31 March 2021G.

Table 128: Classification of Tawarruq Financing Receivables

As at 31 December As at 31 March Increase/(decrease)
SAR’'000
2020G 2021G March 2021G
Tawarruq
Performing 1,399,839 1,414,547 11%

Underperforming 25,170 33,021 31.2%




As at 31 December As at 31 March Increase/(decrease)

SAR’'000
2020G 2021G March 2021G

Non-performing 130,045 139,602 7.3%
Total 1,555,054 1,587,170 2.1%
Islamic credit cards

Performing 7,686 9,423 22.6%
Underperforming 403 656 62.8%
Non-performing 777 1,557 100.4%
Total 8,866 11,636 31.2%

Source: Financial Statements and management information

Tawarruq

Performing assets did not witness material fluctuation between 31 December 2020G and 31 March 2021G.

Under-performing and non-performing receivables increased at 31 March 2021G due to delay in collections driven by
holding of cash by customers ahead of the month of Ramadan.

Islamic credit cards

Performing credit cards receivables increased by 22.6% from SAR 7.7 million at 31 December 2020G to SAR 9.4 million
at 31 March 2021G. This primarily resulted from new credit cards issued during the three months period ended 31 March
2021G.

Under-performing and non-performing receivables from credit cards segment increased at 31 March 2021G which was
due to delayed settlement of outstanding balances by the customers.

It should be noted that the annual number of gross delinquent customers (monthly average), representing customers
with delayed instalments from due date, increased from 15,323 customers in the three months period ended 31 March
2020G to 18,890 customers in three months period ended 31 March 2021G. Customers are classified as delinquent when
an instalment is delayed from the due date from all the age buckets. Non-performing delinquent customers amounted to
4,044, and 3,648 during the three months period ended 31 March 2020G and the three months period ended 31 March
2021G, respectively. Net loss rate gradually declined driven by an increase in write-off recoveries. The Company had open
litigations against 5,979 customers as at 31 March 2021G compared to 5,761 as at 31 December 2020G under different
age buckets.

Balances associated with these litigations amounted to SAR 328.9 million as at 31 December 2020G and SAR 335.9
million as at 31 March 2021G.

The Company had written off / booked provisions of SAR 160.9 million in connection to these litigations as at 31 December
2020G. The exposed portion of the balances associated with these litigations amounted to SAR 168.0 million as at 31
December 2020G (exposed balances refer to the balances against which no provision has been booked).

The Company has booked provisions amounting to SAR 158.2 million against these litigations as at 31 March 2021G. On
the other hand, exposed portion of balances associated with these cases amounted to SAR 177.7 million as at 31 March
2021G (total value of litigations amounted to SAR 335.9 as at 31 March 2021G).

The aforementioned provisions were booked in accordance with the Company'’s policy. As the balances move to higher
buckets, the provision is increased accordingly.




Movement in Provision for Impairment of Islamic financing receivables

The following table shows the age of non-performing Islamic financing receivables as at 31 March 2021G.

Table 129: Ageing of non-perfroming Islamic financing receivables

As at 31 March 2021G

SAR’000
Not working Provision Net provision

90-180 days 32,539 (2,098) 30,441
180 -270 days 20,902 (3,804) 17,098
270-360 days 18,802 (4,971) 13,831
360 -450 days 21,183 (7,681) 13,502
450-540 days 19,161 (8,376) 10,785
540 -630 days 12,792 (7,193) 5,599
630- 720 days 15,780 (1,623) 4,157

Total 141,159 (45,746) 95,413

Source: Financial Statements

Movement in Provision for Impairment of Islamic financing receivables

The following table presents a summary of the movement in the provision for impairment of Islamic financing receivables
as at 31 December 2020G and 31 March 2021G.

Table 130: Movement in Provision for Impairment of Islamic financing receivables

As at 31 December As at 31 March Increase/(decrease)
SAR’000
2020G 2021G March 2021G
Opening 29,405 43,337 47.4%
Charge for the year / period 34,092 5,426 (84.1%)
Written-off during the year / period (20,160) - (100.0%)
Total 43,337 48,763 12.5%

Source: Financial Statements and management information

The Company has increased its collection team and overall recovery efforts to reduce Company’s net exposure. The
Company has the policy of writing-off non-performing customers after 24 months (720 days) past due date. In view of
the write-off recoveries, and the Auditor’s review, the Company has revised the write-off policy from 24 to 48 months
with effect from 1 January 2021G. As a result, no write-offs were recorded during the three months period ended 31
March 2021G. SAMA had issued a circular in November 2020G which required that the receivables to be written-off after
450 days. The effective date of the circular was 1 July 2021G, however, SAMA has extended the effective date until 31
December 2023G for the said write-off policy. Starting the fourth quarter of 2021G and for the new products, the Company
shall start applying the new policy which requires the write-off of 