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Subject: Provisions Guidelines

This Circular is issued by Saudi Arabian
Monetary Authority (SAMA) in exercise of
the powers vested upon it under Finance
Companies Control Law promulgated by the
Royal Decree No. (M/51) on 13/08/1433H,
and in pursuance of the Implementing
Regulation of the Finance Companies
Control Law promulgated by the resolution
of the Governor No (2/M U T) dated
14/04/1434H.

In reference to Article no. 13 of Finance
Companies Control Law '"The finance
company shall allocate a provision for
contingent operation losses in accordance
with the criteria specified under the
Regulations", and Article no. 62 of
Implementing Regulation of the Finance
Companies Control Law "The finance
set provisions for
contingent losses and risks in accordance

company must

with international accounting standards.
SAMA may require the finance company
to make one or more additional provisions
for such losses and risks"".
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These Guidelines have been issued in both
Arabic and English. In the event of
discrepancy in the interpretation of the two
texts, the Arabic text shall prevail.

First: Definitions

The following terms and phrases, wherever
used in these Guidelines, shall have the
meaning assigned thereto unless the context
requires otherwise:

SAMA: Saudi Arabian Monetary Authority.

The company: A joint stock finance
company licensed to engage in finance
activities.

General provisions: Provisions established
to absorb unidentified losses inherent in the
company's loan portfolio.

Specific provisions: Provisions established
to absorb losses identified for specific loans.

Net outstanding exposure: The net

outstanding principal.

Affected portfolio: The net outstanding
exposure amount where delinquencies
exceed 90 days.

Al ) ol ol o Citua
gyl

<l ad :2 g‘

o3 3 s L= A5V chlally LYY aal)
o= ol Lo lgie S Al Al gledi- aclgll
O ER IV |

cgasraall oyl a8l dinie tAansall

So Alalal daludl el 38,8 dga
cJasal) Jalds A jlaal Lasd

e lgruay 4l Glasie tdalall Glawial)
ASHAN Alaia gy ddadipdl dadgidl e hladl)
Al lgauay ) Gliarada 1daldd) Glawaial)
e ED gatl dndgiall laladl)

A Jisaill ila tdadldl) clapdl Lila

sl Al il el ila :3 el Adidaa)
asd A e jaSS’

FATT N EVIVEAA 1 pusald ¢ #4711 1Y £1TY Y0 iaila VIV 2oL, ¢ YRRY t. o



- [/ 1< S

Uit e 22

e doem, Jagaid | Ol i e Wld 00 dalall 3ylsY1
s eyl ~ By
SEre e s Olaa i

Fair Market Value: The price that would
be received to sell an asset in an orderly
transaction between market participants at
the measurement date.

The rest of terms and phrases used on these
Guidelines shall have the same meaning as
per Article one of Finance Companies
Control Law, and Article one of the
Implementing Regulation
Companies Control Law.

of Finance

Second: The Guidelines

A. The company is required to allocate
General and  Specific
Provisions as described below:

minimum

1) Allocate and maintain minimum
general provision of 1% on net
outstanding exposure after deducting
affected portfolio.

specific

where

2) Regular Accounts: No
provisioning is required,
delinquencies are equal or less than
90 days.

3) Special ~ Monitoring  Accounts:
Allocate and maintain a minimum
provision of 20% on net outstanding
exposure after deducting fair market
value of underlying assets (if any),
where delinquencies are more than 90
days.
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4) Substandard Accounts: Allocate and
maintain a minimum provision of
50% on net outstanding exposure
after deducting fair market value of
underlying assets (if any), where
delinquencies are more than 180
days.

5) Doubtful Accounts: Allocate and
maintain a minimum provision of
75% on net outstanding exposure
after deducting fair market value of
underlying assets (if any), where
delinquencies are more than 360
days.

Allocate  and

maintain 100% provision on net

6) Loss Accounts:
outstanding exposure after deducting
fair market value of underlying assets
(if any), where delinquencies are

more than 720 days.

. The company is required to suspend the
recognition of future period income from
delinquent accounts where delinquencies
are more than 90 days until actually
received.
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These Guidelines shall apply for all finance gl il » o clalall oda .

companies operating in the Kingdom of W kot 3 . B
Saudi Arabia, and are effective from 1% “*° Bl Baatg A gmdl Al ASleall
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