Real Estate Investment Fortresses Series

ARTICLE ONE

The Commitment Revolution and the Legitimacy of Financing, (Dismantling “Wafi” radars and housing

controls between Riyadh and Cairo)

Real estate development in the Middle East is no longer a conventional construction activity; it has evolved
into a sovereign, multi-billion-dollar industry driving economic growth engines.

Driven by the massive expansion of mega-projects across the Kingdom of Saudi Arabia and the Arab Republic
of Egypt, legislators in both nations have introduced highly stringent regulatory ecosystems.

Consequently, off-plan sales are no longer an open-ended marketing option, but a financing channel subject to
rigorous statutory oversight that leaves no room for improvisation.

Sophisticated real estate developers and international investment funds do not view these new regulations as
constraints; instead, they recognize them as "security fortresses"”, provided they possess the strategic legal
expertise (Know-How) to align with these systems and insulate cash flows from administrative and regulatory
defaults.

Driven by the professional and statutory commitment of AE Law Firm for Advocates & Legal Consultants, we
are going to deconstruct these challenges and transform them into sustainable opportunities, we present to real
estate developers and corporate entities the paramount strategic pillars and execution mechanisms to protect
their assets and capital.

Our objective is not to circumvent stringent statutory provisions, but to empower the business sector to build
resilient legal safeguards and establish legitimate, innovative protective structures. This ensures the secure flow
of capital and supports the growth and cross-border expansion of your business within a rapidly shifting
investment and regulatory landscape.

First: Saudi ""Wafi'* System Radars — Criteria for Eligibility and Legitimacy:

Within the Saudi investment landscape, off-plan sales and leasing operate under a strict statutory umbrella
supervised by the General Real Estate Authority, pursuant to a decisive Royal Decree issued under No.”44/m of
the year 1445AH”.

Under this system, no advertising, marketing, or offering of units is permitted prior to securing a prior "Wafi"
license for the project.

The complex dilemma for developers lies in the qualification criteria and the developer registry, as the system
mandates compliance with meticulous conditions, strictly confined to the following:
« Credit and Financial Solvency: Subject to rigorous legal auditing and certified credit reporting.
« Valid Title Deed: Presenting a valid deed or its legal equivalent, such as meticulously drafted investment
agreements executed with landowners.
« Regulated Marketing Thresholds: Restricting external or internal project marketing to specific financial
percentages, such as prohibiting the collection of a down payment exceeding (5%) prior to formal licensing.




Non-compliance with these mandates does not merely result in project suspension; violating companies face
severe penalties under Article (24) of Royal Decree (M/44), which include imprisonment for up to (5) years and
multi-million Riyal fines. Furthermore, Article (25) of the same decree empowers the competent authority to
strike the real estate developer off the formal developers' registry.

Second: New Egyptian Mandates — Advertising Legitimacy and Phase Architecture:

Conversely, in light of the massive urban growth that Egypt is witnessing (which extends from the New
Administrative Capital to Ras EI Hekma and the North Coast), the Egyptian government, through Prime
Minister’s Decree No. (2184 of 2022), and the contemporary regulatory guidelines of the Ministry of Housing,
has set unprecedented standards for regulating the market.

Developers are no longer permitted to offer any project phase for sale based solely on "architectural

blueprints"; the current mandates enforce definitive conditions, including:

« Absolute Prohibition on Advertising or Sales: Barring any promotional or sales activities through any
medium prior to the formal issuance of the Ministerial Decree approving the master plan, as well as the
detailed layout of the specific phase offered for sale.

o Phased Allocation Controls: Prohibiting the launch of a new phase until absolute compliance with the
approved execution schedule of previous phases is fully proven.

e Preventive Financial Reserves: Obligating the developer to deposit a protective financial reserve
proportional to the phase's total area as a guarantee of execution seriousness.

Third: Requlatory Intersections — How to Protect Developer Assets?

The legislative philosophies in Riyadh and Cairo converge at a pivotal juncture “Transforming buyers” funds
from unencumbered cash flows for the developer into restricted assets dedicated exclusively to project
execution.

The fundamental objective is not to squeeze developers' profit margins, but to inject resilience into the local
economy, thereby benefiting all societal segments.

This convergence underscores the critical need for "Preventive Legal Architecture” driven by local and
international law firms, where the contractual drafting of off-plan sale agreements intersects directly with state
regulatory obligations.

Complex real estate litigation rarely originates within courtrooms or arbitration centers; it stems from a
"loophole in the initial licensing application”, a miscalculation of scheduled timelines filed with
administrative authorities, or deficient drafting of "Force Majeure" clauses that ought to insulate the developer
from delay penalties and occupational rent claims.

Strateqgic Insight from Our Partners
At AE Law Firm for Advocates & Legal Consultants, leveraging our direct regional presence and profound
knowledge of active legislation across Egypt and the GCC, we do not treat off-plan sales as a mere
administrative procedure. We architect regulatory safety structures for our developer partners and investment
funds through:
e Designing Contractual Frameworks that seamlessly align with Saudi "Wafi" requirements and Egyptian
Ministerial Decrees with absolute flexibility.
e Structuring Sophisticated Settlements and robust statutory defenses to protect developers during supply
chain disruptions, ensuring the extension of regulatory deadlines without the liquidation of guarantees.




« Managing the Intricate Legal Relationship between master developers, sub-developers, and state
authorities to guarantee a seamless licensing flow.

Complex regional real estate investment demands a sophisticated, highly knowledgeable legal partner who
actively tracks statutory updates governing developer operations locally and regionally, possessing the foresight
to engineer preventive mechanisms before conflicts arise.
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