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There is a strong demand for Shari‘ah compliant banking services
In the Saudi market,...

Islamic Banking Affinity Comments
(Saudi Nationals Only)

& About two thirds (64.7%) of Saudi
nationals have a preference for

Only

conventional Only Islamic

purchasing Shari’ah compliant
products

§ Within the above population, 16.9%
would only purchase Shari’ah
compliant products regardless of

price, conditions, etc.

Islamic, if all g | th . i ¢ i
o factors equal n tne main, mMost customers wi
Islamic, if price

i< lower not purchase Shari’ah compliant
products if this puts them at a
competitive disadvantage vs.

Note: Based on opinions of Saudi nationals only (no expatriates). conven tl on aI p ro d ucts

Source: Results from market research, Booz Allen analysis
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... but banks have to prove that they adhere to Shari‘ah principles
Implying the need to invest in educating customers

Evaluation Of Shari’ah Conformity Knowledge About Islamic Banking
(Saudi Customers Only)

(Very) Poor

100 100 100
37,6% | (Fully) Agree
60,9% 62,1%
34,0% | Indifferent (Very) Good
19,0% Neither Nor
29,5%

(Fully) Disagree

Bank Bank Needsto  Ability to Sell
Statement Prove Conventional -

Sufficient Conformity Products

v §  Only 55% of all customers have a sound knowledge of

Islamic banking

§ Islamic banks in Saudi Arabia need to make clear that § Given that interviewees typically overstate their response
their products and processes are Shari‘ah compliant to this question, it can be assumed with reasonable

§  Proof or certification of Shari‘ah compliance is certainty that the level of understanding of Islamic
important banking in the Kingdom is fairly low

§  Only about a third (37.6%) of Saudis agree that a bank § Consequently, the bank will need to invest in educating
should be able to sell both Islamic and conventional its target customers on both the nature and benefits of

Islamic banking
products Source: Results from market research, Booz Allen analysisc
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The Shari‘ah Law imposes a set of principles on Islamic Banking
resulting in particular challenges within the bank

Speculation
(GHARAR)

hallenges

mposing specific

Resulting in high demands regarding reporting and monitoring capabilities particularly regarding
processes, systems and people.
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On royal decree the bank was founded in late 2006 with an
successful IPO in 2008 and a proposed market launch early 2009

Vision:

To be your preferred
financial partner.

Mission:

The bank’s 3 founding shareholders are

To provide our partners with total

§ Public Investment Fund (PIF) Shari'ah-compliant financial solutions
#57%, Wingdom of Saudi Arabia through the best workplace to
Yy Mintstry of B sustainably grow and serve our
community.

§ Public Pension Agency (PPA)

N
S 2
= L dnloell Sranrancpedl

) ) ) Lieleia¥l olivalin) alatl e pall
§ General Organization for Social Insurance (GOSI) ceneral Srganizstion for social insurance

Together they represent 30% of the bank’s capital, or SAR 4.5 bn, with equal shares.
The remaining 70% of the bank’s capital of SAR 15 bn is publicly held.

Bank is deemed to be essential part of the KSA initiative for economic growth
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A growth strategy, best in class technology and Shari‘ah
compliance are the cornerstones of the bank to become the world's
leading Islamic Bank

Market Growth Strategy Strategy Differentiators

5 Efficient customer acquisition and § Shari'ah compliance

migration at large scale § Customer service
s Grand entry § New concepts of branch banking
8 Retai!, Corporate & Investment § Efficient business process
Han g & Partnership (Co-branding) that adds
S Superior customer service “Big Value”
§ Efficient and accessible service § Strong Customer Relationship
& Reach new customer segments Management
(Youth & Low Paid Workers) § Behavioral monitoring at
§ Customer focused workforce contact points
& Leadership in product development S Delivery channel collaboration

(Speed to Market)
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Proposed Corporate Banking Product Scope

General Contract
Checking Account / Investment Account (restricted / unrestricted Mudaraba)
Transfers & Transaction (SWIFT, SARIE, SADAD, Payables Mgt, FX....)
Islamic Trade Finance
LC Musharaka / Murabaha
Import Documents Finance
Islamic Investment Products
Sukuk Musharaka / ljarah / Bai Salam
Islamic Financing Products
Deferred Sales (Tawquer)
ljarah with ownership
Local Mudaraba / Murabaha
Istisna’a & Parallel Istisna’a
Syndicated loans (Musharaka / ljarah)
Joint Guarantee (Takaful) / Benevolent Loan (Qard Hasan)

List is not deemed to be comprehensive
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Proposed Retail Banking Product Scope

List is not deemed to be comprehensive

General Contract
Checking Account / Investment Account
Transfers & Transaction (bill payments, standing order, FX, Payroll)
Personal Finance
Global Limit
Auto Finance Murabaha & ljarah
Stocks Finance Murabaha
Goods & Service Murabaha
Real Estate Murabaha & ljarah
Cards
Charge card / Direct card
Secure card / Prepaid card
Corporate card
Safe Deposit
POS
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Proposed Treasury Product Scope

Commodity Murabaha (with SAMA & Other Banks)
Placement on Mudaraba Basis

Investment in Shari’ah Compliant Funds
(asset classes: real estate, private equity, liquidity fund,
equity fund, commaodity fund)

Investment in Shari’ah Compliant Sukuk
Trade contracts (Murabaha, Bai Salam, Istisna’a)
Equity contracts (Musharaka, Mudaraba)
Rental contracts (ljarah, Diminishing Musharaka)

Wakala-tul-Istismar Basis

Currency Swaps — (On Qard Basis)

List is not deemed to be comprehensive
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The Customer Engagement Model and proposition for each segment
define how the bank will engage with those customers

Product Product Product Product
Retail Manager Manager Manager Manager
Customers l l l l
- R PROPOSITION  -Segment
Employees Manager
Ladies ---B PROPOSITION.  -Segment
Manager
Students - PROPOSITION Segment
Manager
ANANNANANANAN i i :
Market ‘B S PROPOSITION TEEgiE
Business = [ BN SN N Segment
Banking RO 1ON Manager
Corporate T T T T
Customers Channel Channel Channel Channel

Manager Manager Manager Manager
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Teller
Meeter
Greeter
SEIEE Relationship ‘E
-Sales Targets Managers .
« Activity Plans Mobile,

S SMS & PDA

=

Inernet Remote

é - channels
——h- Integrated
Agency  Distribution
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IBM’s initial proposal covered the whole scope of the Business & IT
Architectures in two phases: ‘Strategy’ and ‘Design & Architecture’

Strategy Design & Architecture
1.1 Business Model Framework (CBM)
S EE DS =
= 3.1 Banking Operations & Process Design 3.3 Org Design —»
H i R : o
N = el Wl — =] - | - ' i 'ﬂ—'{ E
8 Investment Banking | - ___.. _a 0
c CorporateBanking Operating Model Physical Model Process Model
o — Retail Banking
g 1.2 Business Unit Strategy** | | OrganizatonModel |y
m > 3.2 Supporting Units L = & - 2 S
v W ' °H faéﬁ%i S L R
[ ' r =1 - - = )
= R 5 @,:.: ® o S 8
g Operating Model Physical Model Process Model Sl O e % %
= Q 2
c | g 3
............. % eefotaTreoeareotsrereoeressererisrsresseeiresresesseresesresssrerisesiesseresssesresssresssesresssresssseressesessssessres NN} é
8 4.1 1T Service & Organization Design E %
. PRI . o
1.3 IT Strategy Q —§ B % ] | | —» & &
] Q Q 0 R — ..
gra— L il Pewtey [T Bemly Py
R _ : v s o
P— IT Service Framework IT Process Model Sample Organization
l— a :1‘ L, . A 4 . | : | |
= I i - 2 Applcation rchiepiue, o
% 888 2= S e =
o A g et a
L""‘" . ........................... ——t—— 4.3 Infrastructure Architecture
— s '

*Qut of scope
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Core Business Processes
Operations Strategy &
Operations Business Unit

Based on IBM’s proposal, the scope was decomposed @ oramistiona structure

IT Strategy

Into 5 separate work streams I Architecture
Strategy Design & Architecture

b
1 |
! L :
. I .
Ifocess Design | || 3.3 Org Design
i O : _:_
(79} | ""’{ E: po
8 Investment Banking : Ej : :
c Corporate Banking :. Process Model ] 1
- — Retail Banking 0 ! L JIT———— = =======
g 1.2 Business Unit Strategy** | Organization Model
m Con x
£
@ S
(] o))
= S
g Physical Mod.;I. Process Model S %
= R
= g
........................................................................... k=) 5
@ =
Q
o
£
\ 4 T T
= - ; BN\
- 4.2 Application Architecture &:
SRSy Sgem— -': i \I
o~ . - 1
o o
, 4.3 Infrastructure Architecture \:
[ B = T \\'
*Assumption is, that Al Inma Bank Business strategy is already done *Qut of scope
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Why IBM? We were the only supplier able to propose for all
elements

S IBM proposed for all subscribed projects:
§ A - Core Business Processes: IBM Information Framework for Banking
§ B - Operations Strategy and Ops BU: Component Business Modelling
§ C - Organizational Structure: IBM Organizational Design Methodology
§ D-IT Strategy: IBM IT Strategy Framework
§ E - IT Architecture: Enterprise Architecture Methods and Framework

§ IBM’s strong asset based approach along with our industry knowhow and delivery
capabilities were decisively for winning the streams A and B and the System Integration

IFW CBM & TOM SPORTS IT Architecture EA Framework
Framework

e Defire Design § Assessthebusiness divers &siraegicdredion
Pindes § Identify andivandate o Qgenization Design Pindles
§ Assesshighieve vorkiowadhvties

e § Deicpritiedl Ee snoure
€ Uitled § RepareLnt adpecplerde desaiptions
. ety e b

§ s eferene o ogerizatiorsl ries andbusiress |

e
D Ourizzicd JMReL
atitacts.
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Challenging Objectives for the ‘System Integration’

“ Provide a quality “Day 1” solution to accomplish the
Line of Business Service Models

© Manage all Sl related activities

' Provide and coordinate Organizational Change
Management to ensure operational skills in both
guality and quantity

“ Provide a sound architectural solution

* Manage a smooth deployment and controlled
Soft Launch

“ Manage a smooth transition to operations taking
into account
a) People
b) Systems
c) Organizational aspects
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In addition to the business driven verticals and the PMO we need to run
horizontal projects to ensure quality and compliance with the bank’s
business and architectural requirements

Program Management / SI Team PMO

Corporate Call Center / CRM Branch / CRM Electronic Retail Banking / ||Corporate Banking
Functions Channels Payments Treasury
PM PM PM PM PM PM
Change . . . . ..
Management Define, plan, guide and advise on aspects of organization, HR and Training
L1 1 L1 L1 I
Business Refine current business requirements & business process model with respect to
Requirements & implementation needs

Technical PMO
(Part of IBM PMO

Review current architecture model, integration and implementation standards.
Guide and advise on architecture, integration and implementation activities

Deployment Plan, guide and advise on deployment and transition activities to ensure a successful GoLive
Planning
1 I | I I
%z%ienfg Define, plan, guide and advise on test cycles (especially integration testing, user acceptance testing)
Operational Define, plan, guide and advise on activities around the operational readiness of the
Readiness Bank for the Soft Launch

1st lIR Islamic Finance & Real Estate Forum | November 5, 2008

© Copyright IBM Corporation 2008




IBM Global Business Services

Goal Directed Approach in Business Process and Operational
Procedures Modeling

_ Service Model Operating Process Reference Vendor Functionality
Requirements Front Office Back Office Model Model/ CBM “Package Solution”
discovery T = | =]
and - to be completed - to be deVéIoped ) =
analysis & validgied - =

Functional
Gaps

Requirement list and documentation

Requirements

Core Analytical

C O I I ect| O n & Description of requirements Scope | Priority | Component A
. Driver: Customer Acquisition Process — ' " .
d ocum entatl on Al Inma Global ID needs to be assigned Global |High CRM Custa?;er

SIsAleuy
eyad

Documentation of confirmed >
Validation and ¢ Business Processes Deduct “Day1” SR
confirmation of e §  Functional Gaps Operational Procedures | sy
requirements 5 Prioritization Find overall agreement‘ — -
. Operational Procedures Manual "Day 1”
Requirement Solution

Change Design -
Control time and
effort
estimation

Requirements
auditability
and

traceability Implementation Plan
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Starting from Bank’s value chain, we structured and modeled
business processes end to end 1/2

%,
0 Business 1 Product 2 Sales 3 Customer 4 5 6 \s}/g
Strategy Development management Acquisition Transacting Servicing Closing s
L.
Q

Partner Registration

Register
Government
Agency

Register Charity Register Embassy Register
Organization / Foreign entity Corporate

L e
= it '.‘-‘;5_{!:!_ §m=:

Generate Alinma
ID

T EEEE i i i i i i i i i i i i

Select product
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Lessons Learnt

§ Active of involvement of Shari’ah board
§ Shari’ah approvals can be time consuming
§ Contract driven vs. conventional (product driven) thinking

5 Be very clear in Program Governance from Day 1
§ Don’'t expect easy deliverables sign-off

§ Precise management of scope is essential
§ Plan plenty of contingency

§ Don’'t underestimate hierarchies

§ Communicate, Communicate & Communicate
§ Expect dramatic slow down during Ramadan
§ Staffing & VISA processes can be a challenge
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Questions @
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Contacts

Dr. Paul-Gerhard Haase
Senior Managing Consultant

IBM Global Business Services
Integrated Banking Team NE IOT

IBM Deutschland GmbH
Laatzener Str. 1
30539 Hannover

Phone : +49 (0) 171-558 1638
Paul.Haase@de.ibm.com

Christopher Kalbhenn
Senior Managing Consultant

IBM Global Business Services
Financial Services — Banking
Finance & Risk Management

IBM Deutschland GmbH
Beim Strohhause 17
20097 Hamburg

Phone : +49 (0) 160-886 7177
Christopher.Kalbhenn@de.ibm.com
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Proposed Application Architecture for Day 1

I Gateways l [ ___________ . channels |
T T mrmm mr T rr T mrM M rmrMmrMmm MM MMM I M .
I .
ECM
L R e — e = 1 A
Temenos IBM Bespoke Sterci and
BO II AC 124 VebSpher Avaya Development Oracle others ARC wﬁl Documentum FSDM
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Distribution
Risk
Strategy & b
Management Sales Servicin Distribution Support
Governance g 9 pp Portfolio Risk
Management
" ! Distribution . Customer Trade Services
Shari‘ah Policy Planning Sales Servicing Risk Assessment Support . !
Financing
- ’ Procedures,
Business Strategy Channel Mgmt & Relationship Transaction Risk Asset Correspondent Policy & Planning
& Planning Distribution Development & Capture Services Structuring Banking
Performance Management Relationship Mgmt Asset &
Liability Policy
Acquisitions & & Planning
Alliances
Proposition Treasury
Management
Business & IT .
Architecture Market Development Customer Development Proposition Development
Campaign Proposition Product - .
£ | strategic Change Brand Management Planning & Masnegn;?nn;nt Planning & Development & | | Product Catalogue £ Compliance
% Governance Management 9 Management Management c
£ . ) . ) % Shari'ah Control
o3 Public Campaign Customer Service Channel Planning & I
- Relations Execution Differentiation Development %
> s Business
g — Policies &
©  Customer & © Procedures
¢  Market Insight . S
Processing 8| Internal Audit &
Customer & Market iT Compliance
Research Common Transactions Specific 3
X
- . e Trade Services & [
Segment Application Statements & Transaction Che . Card-Specific . = = .
. ! : que Processing h Finance Specific 04 Einance
Analysis Processing Correspondence Execution Processing Processing
Document Financial Control
Customer Investment Asset Cash Merchant : & Consolidation
Analysis & Models Management Management Payments Inventory Operations Payroll Services
& Archive
c Collecti & Performance
ustomer ollections Management &
Information Cusiomer Remedial Reconciliations o casury Back Billing Reporting
Management Management y
Contact/ Customer & Operations Planning ';'c':ﬁggg
Event Histor Product & Performance Cash Management
Y Maintenance Management
Fixed
Asset Register
Systems Facilities .
. Help Desk Human Resource h Accounting
Support Services Development & : Operation & Procurement Legal
pp Operations Services Management Maintenance General Ledger
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