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DIVO: Devon Islamic Ventures-Offshore 
 
Executive Summary 

Devon Bank is one of the top providers of religion-based financing in the United 
States.1  Its Islamic financing program is growing through organic business 
growth and by taking market share from its few competitors.  It has the broadest 
product set available in North America and has received significant local and 
international recognition.  It has brought more products to market than any other 
provider in the Americas, and is known as the place to go for creative, 
religiously-compliant, financing solutions.  It has the best quality products and 
quality administration of those products in a religiously compliant manner.  For 
some scholars, Devon Bank is the only acceptable provider.   

The Bank operates within a highly-regulated industry that was not designed to 
handle Islamic financing products.  It has had to constrain its program growth 
and it turns away substantial volumes of business due to portfolio 
concentrations, size limitations, limitations on its ability to offer certain kinds of 
products from within the banking regulatory structure, and geographic concerns.  
The Bank has options to sell some transactions into the secondary market, but 
only covering a small portion of the potential transactions the Bank could handle.   

The Bank’s Islamic finance business has, so far, proved to be enviable in its 
performance as well as its growth.  Out of over $150 million in originations to 
date, there have been NO write-offs.  The creation and launch of Devon Islamic 
Ventures – Offshore (DIVO) allows for the continued growth and expansion of 
this business, which has proven its value in the troubled housing and credit 
markets.  

Islamic bank assets globally now stand at between $600-700 billion,2 and may 
reach $1 trillion by 2010.3   The Americas are getting left behind.  DIVO provides 
the platform to capture a large piece of the current and future market in the U.S., 
and a smaller piece of it in conjunction with other providers in other countries—
such as in Canada and others.  DIVO aims to satisfy the unmet needs in real 
estate financing, especially in commercial, construction, and lines of credit 
through its DREAM subsidiary (Devon Real Estate Asset Management).  It also 

                                                 
1 Jews, Christians & Muslims all share a religious prohibition on paying or receiving “interest” (specifically, certain 
kinds of guaranteed income).  Christians largely eliminated such prohibitions in the 1600s, Jews have very narrowly 
defined the prohibitions and most are not even aware of them, but more Muslims take the prohibitions seriously. 
2 See http://www.innovative-investor.com/interview.pl?article=51. 
3 Islamic banks’ assets to hit $1trn by 2010, Emirates Business 24/7, Jan. 22, 2008, http://www.business24-
7.ae/cs/article_show_mainh1_story.aspx?HeadlineID=1304 
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targets needs in vehicle financing, non real estate-based business financing, and 
in certain investment products. 

DIVO also provides needed options on the other side of the balance sheet, 
particularly stable, regular dividend paying investments analogous to bonds, but 
paying religiously-compliant income, through the launch of DaMP—Devon 
Monthly Payments fund.   This fund will provide the religiously-compliant non-
recourse leverage source that will enhance DIVO’s yield as well as provide a 
unique public investment product.  Existing providers of religiously-compliant 
investment products are too small and constrained in their available assets to 
create such an investment product—DIVO has access to the largest diversified 
religiously securitizable portfolio existing in North America at this time, and is 
thus in a good position to profitably implement such an investment platform. 

Using Devon Bank’s existing platform for product creation, originations, 
underwriting, asset servicing, and the Bank’s existing portfolio assets, DIVO is 
uniquely positioned to succeed in capturing the opportunity presented in 
religiously-compliant financing. 
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The Origin of the Need 

Devon Bank’s successes have resulted in substantial business growth based, 
almost entirely, on word of mouth referrals—most marketing was discontinued 
in 2005.  This growth is in spite of the collapse of the residential market of the last 
two years, the slow down in the commercial market, and limited liquidity 
options. 
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As an Illinois State (and FDIC) supervised community bank, Devon Bank has 
had to artificially constrain its business growth and it continues to turn away 
significant business due to size limitations and regulatory constraints.  Rather 
than “owning the market,” the Bank is risking being a “victim of its own 
success.”  The Bank has had to shelve product launches due to fear of not having 
the liquidity to handle the expected demand.  The Bank estimates it turns away 
$1 million in business per day (without examining quality). 

The Bank’s program has been growing in popularity—and in the number of 
customers being turned away (both in volume and size of transactions rejected).  
The liquidity constraints affect the larger commercial transactions 
disproportionately to the residential transaction where there are more liquidity 
options. 
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Because of the Bank’s limited available liquidity options, it is handling more 
customers, but the average transaction size is relatively flat and skewing towards 
higher overhead business—a problem that can only be remedied with new 
liquidity options.   
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The Bank is worried that its reputation will go from “the best provider” to “the 
bank that always says ‘no’.” 
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To lessen the constraints on Devon Bank’s Islamic finance program growth, it has 
been seeking to move a portion of its existing portfolio off of its balance sheet, as 
well as put in place a conduit to allow for continued flow-basis business in new 
and to-be-added products and investments.  These concerns cannot be addressed 
through growth of the Bank alone, but only through the use of an off balance 
sheet entity outside of the state or national bank regulatory structure. 

Devon Bank has explored securitizing assets, either conventionally, or in the 
form of a “sukuk” (an Islamic bond).  However, the Bank lacks the size to 
generate a cost-effective securitization, the U.S. market does not currently have 
the infrastructure to do a religiously-compliant pooling (which would be 
important to the potential buyers of a religiously-compliant bond), and such a 
securitization does not accommodate the ability to add a diversified product set. 

The existing infrastructure in the U.S. is not ready for the available business.  
Warehouse lines are intended for large volumes of homogeneous interest-
bearing transactions, as are the resulting securitizations.  Providers of such lines, 
those that are still left in business, are too busy licking their wounds over the 
sub-prime mess to be interested in handling something that might be labeled as 
“creative” finance.  Such a facility would only solve a subset of the existing 
problems anyway.  The larger institutions with portfolio capacity are inflexible, 
uninterested, or statutorily-constrained.  Fannie Mae and Freddie Mac are 
limited to conforming residential transactions and may change their level of 
support for Islamic finance in the course of addressing their credit concerns.  
Those institutions that do have the interest and flexibility (and solvency) do not 
have the size or the resources.4 

Devon Bank has also looked into creating a Shariah-compliant mortgage REIT, 
however, this structure also does not provide the ability to accommodate a 
diverse product set.  In addition, after a year’s worth of efforts, the Internal 
Revenue Service declined to give the needed private letter ruling qualifying 
Islamic finance assets as generating acceptable REIT income to fit within the tax-
advantaged structure.5  The best option available to address the Bank’s growth 
concerns in a tax-efficient manner is through the use of an off-shore structure.  
This also allows for the accommodation of financing in other countries, thereby 
adding geographic and currency diversification, which a REIT structure would 
not allow. 

Devon Islamic Ventures-Offshore (DIVO) is the Bank’s attempt to address its 
growth constraints by using a portfolio investment company model to create a 

                                                 
4 Devon Bank is the largest bank providing any meaningful service to this market in the U.S., but its total loan portfolio 
is only about a quarter of a billion dollars. 
5 This refusal is intimately tied to the IRS’s believed requirement to classify the income as “interest” for tax purposes, 
but not for religious purposes, in order to issue the desired ruling—something it refuses to do. 
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series of financial companies under the DIVO umbrella to address individual 
identified business needs, while providing multiple points of entry for investors, 
and significantly expanding the availability of Islamic financing products on 
both sides of the balance sheet. 

Devon Bank 

Devon Bank opened originally as the Devon North Town State Bank in Chicago, 
Illinois on June 9, 1945. Its founders were local merchants who believed that the 
community known then as North Town, on Chicago’s north side, would benefit 
from a community bank. 

Owned and operated primarily by the Loundy family since 1953, Devon Bank 
has remained an independent community bank with deep roots in its 
communities and with the dedicated customer commitment envisioned by its 
founders. The Bank has received an “outstanding” rating on its Community 
Reinvestment Act performance, and has done so on four of the last five exams. 

Devon Bank’s headquarters at Devon and Western Avenues is in one of the most 
ethnically-diverse neighborhoods in the United States. This includes large 
observant Jewish and Muslim populations, which requested that the Bank 
provide religiously-acceptable banking services.  In response to customer 
demand, particularly from the Muslim community, Devon Bank created its 
Islamic Financing Program. This program is based on the cornerstones of 1. being 
Shariah compliant; 2. fitting within U.S. law, and without the uncertainty 
(gharar) caused by having separate U.S. law/Shariah agreements; 3. making 
good business sense, for both customers and the Bank; and 4. keeping the 
“COBM” (cost of being Muslim) as low as possible.  Because of this customer-
centric focus, Devon Bank is a premier provider of Islamic financing services in 
North America.  Devon Bank’s program has been recognized as a “Best Practice 
in Immigrant Lending” in a study by the American Bankers’ Association, 
received a community reinvestment award from the Woodstock Institute, 
received the Sheikh Mohammed Bin Rashid Al Maktoum award for Islamic 
finance in 2006 in the category “Vision: North America,” and earned “Deal of the 
Year” for the U.S. from Islamic Finance News for both 2007 and 2008.  Devon 
Bank’s products have received the broadest religious approval of any such 
products offered in the United States. 

As word of Devon Bank’s program spread, the Bank received inquiries from 
other communities with under-served Muslim populations, and for additional 
products, including some products that could not be offered in a Shariah-
compliant manner by U.S. banks within the current regulatory structure.  The 
Bank has been able to accommodate many, but not all of these requests. 



Confidential Page 7 2/9/2009 

DIVO 

DIVO will be domiciled in Ireland to take advantage of that country’s tax and 
business climate.  DIVO will outsource many of the DIVO’s functions to the 
Bank, and many of DIVO’s businesses will support or be derived as a result of 
Devon Bank’s Islamic Finance Program. However, it is an independent entity in 
which Devon Bank is prohibited by regulation from having an ownership 
interest.  Although there will be some management and family overlap between 
the Bank and DIVO and DIVO subsidiaries, DIVO maintains an independent 
Board of Advisors as well as a Board of Directors that is 50% or more 
independent of the Bank.  

DIVO will be operated as a Shariah-compliant investment company in order to 
facilitate an eventual exit of initial investors (those that may wish to sell) to those 
seeking a religiously-compliant investment, as well as to accommodate concerns 
that some consumers have that the provider of services they consume be more 
fully compliant with Islamic law than a U.S. bank can currently accommodate.   

DIVO will be engaged in a portfolio of Shariah-compliant businesses and 
individual transactions.  Some of these businesses or transactions may be 
provided directly by DIVO or an affiliate, and some will be provided by making 
equity investments in other providers of such services, or in funds operated by 
such providers.  Appendix A presents the organizational structure of the related 
entities.  The focus of these businesses will be on sustained operations, 
particularly in the areas of Islamic financing.  It may also participate in the 
support of developing operations, such as real estate projects and business 
ventures, as an equity-based financier, or as an equity participant in projects, 
such as rental properties, that will generate a sustained cash flow to support 
DIVO's operations.  Working with other reputable providers or brokers, DIVO 
will be a low-overhead investor in a portfolio of Shariah-compliant businesses 
with a focus on cash-flow and sustaining operations, with a lower risk profile 
and greater stability than an investor could obtain individually. 

The potential areas of investment are: 

• Mortgage Operations:  This will be a primary initial business provided by 
DIVO through Devon Real Estate Asset Management (DREAM), likely also 
an Irish investment company formed initially as a subsidiary of DIVO.  It will 
provide Shariah-compliant financing transactions in North America.  It will 
provide the broadest product set of Islamic financing transactions for 
residential and commercial real estate financing in the United States.  
Appendix B lists and describes these products, most of which are already 
being offered today.   The U.S. transactions will be arranged by Devon Bank, 
operating as an independent origination agent for DIVO or a DIVO 
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subsidiary.  This conduit business will expand on Devon Bank’s existing and 
growing platform by offering greater availability and new products than 
those currently offered. 
This business segment will also encompass line of credit equivalents, for 
which Devon Bank can provide the more liquid portion, and carefully 
selected construction financing.  The Bank’s line of credit equivalent product 
has been created and is in use, but is not being advertised because of its 
limited availability coupled with the expected large demand.  The Bank is 
regularly contacted about a diverse array of construction projects—ranging 
from Caribbean shopping malls to office towers to masajid to residential lots 
for individuals and whole subdivision development.  Although the current 
real estate market has slowed the volume of these inquiries considerably, the 
Bank is still regularly presented with a good flow of viable construction 
projects. 
DIVO may invest in or provide funds for companies providing Shariah-
compliant residential and commercial real estate financing in Canada, the 
GCC countries, or elsewhere.  Devon Bank is aware of a provider of Canadian 
Islamic financing transactions that is under severe liquidity constraints.  That 
provider may be able to generate suitable financing projects in which DIVO 
will invest rapidly after DIVO is funded and launched.  A second start-up 
Canadian provider has also contacted Devon Bank looking for funding 
assistance.  Canadian mortgage rates fluctuate differently than do rates in the 
United States.  Other non-U.S. opportunities will be examined as they present 
themselves.  These non-U.S. transactions will also add geographic and 
currency diversification to DIVO’s assets. 
The focus of this operation will be on stability and cash-flow generation 
rather than capital appreciation.  It may retain assets, assuming suitable 
leverage is available, or it may pool assets, securitize them, and sell them off 
as Islamic bonds (sukuk) similar to how a mortgage REIT would operate. 
Devon Bank has an existing pool of seasoned Shariah-compliant real estate 
financing transactions that will be made available to DIVO.  These are a mix 
of residential and commercial transactions (~ 45%/55%), both fixed and 
adjustable (~ 40%/60%).  These assets will either be purchased by DREAM 
upon funding, or will be used by DIVO or a DIVO entity to generate a return 
on “deposits” of un-invested cash in the form of a “portfolio rental”/master 
participation.  

• Real Estate:  The current disruptions in the economy and credit markets are 
creating significant opportunities in the real estate sector.  In some select 
cases, DIVO may participate in real estate development projects, either new 
projects or “salvage” projects that have stalled and need a fresh investor to 
see them through to completion.  DIVO expects to purchase, in whole or in 
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part, rentable real estate intended to generate a continuing stream of income 
to DIVO.  It has identified a couple of seasoned real estate professionals that 
are ready to help with the identification, acquisition, and maintenance of such 
properties.  These operations will be conducted through DREAM.  In 
addition, Devon Bank has a customer with a more than $100 million real 
estate portfolio that he wishes to refinance and increase.  This customer, a 
successful real estate investor over the last 30+ years, may either trade some 
of his existing assets for an equity interest in the company, and/or may 
refinance his existing properties through Devon/DIVO and help identify 
additional properties for joint investment.  Devon Bank has a network of real 
estate professionals with which it works on a regular basis, and in this 
challenging real estate market, there are many opportunities available to the 
patient investor which this network regularly identifies.  Additionally, the 
current economy is producing an opportunity to use Islamic financing 
transactions as a “home saver” tool—to buy the homes of borrowers in 
distress who can manage rent, but not a mortgage payment, until they can get 
back on their feet and buy out the Company’s interest over time. 
Using Devon Bank’s religiously-compliant line of credit product as a 
consumer, rather than as a provider, a rental property can be used to better 
manage DREAM’s liquidity needs.  It is anticipated that a property will be 
immediately sought of a size to maximize Devon’s leverage/liquidity 
management capacity. 
It is also anticipated that within the first year of operations, DREAM will 
retain the services of an affiliated person that has substantial experience with 
complex “brownfield” remediation (and real estate law) and who has 
extensive real estate industry contacts.  DREAM aims to use this person’s 
general legal skills to manage assets and projects at lower cost than would be 
available through hiring outside sources.  This person’s specific skills and 
network will also allow DREAM to add relevant projects in order to enhance 
the company’s returns. 
Finally, some of the prospective customers that approach Devon Bank for 
financing have little equity to invest in their proposed projects.  DREAM, 
with or without the participation of an additional “lender,” may offer to 
provide financing on a combination of an equity and leverage basis, with 
DREAM retaining the equity piece of the transaction. 
Non North American real estate projects will be explored as suitable 
opportunities present themselves, either directly or by investing in other 
funds. 

• Leasing:  DIVO may participate in equipment leasing, either directly or in 
participation with other Shariah-compliant companies.   
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Preliminary discussions have been had with an established U.S. entity, 
specializing in municipal leasing, that wishes to establish a Shariah-compliant 
subsidiary to focus on equipment leasing, and leasing of solar and alternative 
energy generation systems in particular.  As a minority owned business, this 
company maintains good contacts with many municipalities which should 
result in good potential deal flow.  

• Alternative Energy:  Separately from this leasing fund, solar and wind power 
generation options are also being explored to be run through a DIVO 
subsidiary that may involve either leasing such equipment on a retail level, 
and/or owning and operating it directly in conjunction with owned or 
financed real estate.  One of Devon Bank’s branch locations is estimated to be 
generating roughly 40% of its energy needs through wind and solar facilities, 
and we believe that particularly with the likely increasing tax subsidies that 
coupling alternative energy generation with DIVO’s anticipated owned real 
estate and real estate finance operations will produce some unique synergies. 

• Education Financing:  Devon Bank is exploring two models of Shariah-
compliant education financing which it hopes to be able to offer and conform 
to a model that will fit DIVO’s operational interests. Such financing is 
currently unavailable in North America in a religiously acceptable fashion.  
Devon Bank has begun initial discussions with a Chicago University about 
launching a pilot project to test one of these two models. 

• Islamic Banking:  DIVO may make equity investments in Islamic banking 
and “finance house” operations in the U.S., Canada, or elsewhere.  It is 
anticipated that these may include start-up banking ventures.   
Devon Bank has been contacted or knows of several entities raising funds for 
Islamic banking ventures, and is also researching itself launching a de novo 
Islamic bank.  None of these are yet mature discussions, and may never 
mature into an investment.  Although Devon Bank has been informally told 
by regulators that if anyone can start an Islamic bank successfully in the U.S., 
it is Devon Bank, the initial research indicates that there is currently 
insufficient infrastructure available to support such an institution.  DIVO and 
its subsidiaries will serve to provide some of that needed infrastructure by 
providing a conduit for non bank-eligible products.  A G.C.C. entity has 
shown interest in partnering in the launch of such an institution and is 
willing to commit some of its funds to the initial capitalization of such an 
entity, and in initial discussions with the regulators, they have expressed 
some receptiveness to working on the launch of a U.S. based Islamic bank. 
DIVO has been invited to participate in an investment fund currently in 
formation by a highly-regarded GCC investment bank that aims to acquire 
well-run regional and international conventional financial institutions and 
convert them to Shariah-compliant institutions. The fund targets both private 
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and publicly-listed financial institutions.  The fund also looks to take 
significant equity stakes in existing Islamic institutions that are under-
performing or under-capitalized and that have a reasonable asset size and 
P/E ratios and improve their balance sheets.  Although further due diligence 
is needed, this fund may prove to be a good way to rapidly enter this 
segment under supervision of a professional, experienced manager of 
relevant assets.  

• “Venture” Operations:  There are two aspects to this portion of DIVO’s 
prospective business, cash-flow oriented bank-like financing provided on a 
partnership basis, and higher risk, higher reward equity investing using a 
private equity or venture capital model.  
DIVO may provide “mudaraba” or “musharaka” based financing to 
companies seeking financing for their operations in the U.S.  These financing 
modes are both “partnership” models of financing that take the form of 
(generally passive) participations in business operations, such as taxi 
medallion ownership, for which there is no hard asset based option to allow 
for other forms of Shariah-compliant financing.6   
Devon Bank is approached on a regular basis about financing taxi medallions, 
and on an occasional basis to provide financing for private equity 
transactions where the acquisition target has good cash flow but little in the 
way of hard assets.  It is believed that there is currently no suitable provider 
of such services in the United States. 
It is also possible that funds will be invested in the business of other Shariah-
compliant investment banking companies whose business fits with DIVOs 
goals, and DIVO has been contacted by some such entities, though no 
discussions have matured to a ripe stage at this point.   

• Vehicle Financing:  DIVO may participate in vehicle leasing or financing.  
Such an operation will start in the Chicago-metro area and be expanded as 
resources are available.  Although the interest in auto financing has 
traditionally been somewhat cyclical, the disruptions in the credit markets 
and in the business of the auto makers are producing more consistent 
demand. 
Preliminary discussions have been had with a major auto dealership that is 
interested in establishing a joint venture to provide car financing on a 
Shariah-compliant basis.  The owner of the auto dealership is the former head 
of a national leasing association and operates in a heavily Muslim 
neighborhood. 

                                                 
6 These forms allow the partners to share profits according to an agreed-upon formula, but losses must be borne based 
on percentage of equity invested.  These forms differ based on whether one party or both are contributing equity to the 
venture.  A loan sale into the secondary market, with servicing retained, is analogous to a mudaraba arrangement, while 
a loan participation splitting a transaction between two banks is analogous to a musharaka transaction. 
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• Devon Monthly Payments fund (DaMP):  DIVO intends, upon funding, to 
make a significant investment in a subsidiary which will be used to provide 
non-recourse leverage to the other DIVO subsidiaries, in particular the 
mortgage and real estate operations.  Pending legal and religious approval, 
this company will invest in projects on a mudaraba (partnership) basis which 
will provide that DaMP will receive a base rate of return, assuming the 
project generates sufficient profit to pay the base rate, plus a fraction of the 
profits above the base rate.7   
This subsidiary will begin as a wholly-owned subsidiary of DIVO, but will be 
sold off, possibly to the public, as assets are deployed and market conditions 
allow.  As shares of DaMP are sold, DIVO’s leverage will increase and 
DIVO’s invested assets will be returned and put to work in additional 
projects as they become available.  DIVO may make a market in DaMP shares 
to facilitate their sale.  DaMP is intended to serve as a closed-end fund that 
will resemble a cross between a money market fund and a closed-end bond 
fund—all Shariah-compliant and paying a monthly dividend.  The U.S. 
market has a noticeable absence of stable, dividend paying, Shariah-
compliant investment vehicles that act as a fixed-income investment.  DaMP 
aims to satisfy that need.  Devon Bank hopes to tie a bank account with a 
sweep feature to a brokerage account to be used to invest in DaMP shares. 
DaMP is seen as a significant competitive advantage for DIVO because Devon 
Bank has the largest diversified pool of assets available in the U.S. to use as 
the income source for this operation, which no other provider has available.  
It allows for religiously-compliant leverage that is tailor-made to DIVO’s 
needs in a form that is not currently available in the U.S. market, and without 
subjecting DIVO to the current restrictions resulting from the current credit 
crunch. 

 
Proposed Investment Timeline 

DIVO’s target funding is $400 million. 
• At funding: $300 million invested in DaMP. 
• At funding: Roughly $5-8 million will be used to pay fund raising expenses, 

legal fees, Shariah review costs, and expense reimbursements. 
• At funding: $30 million invested in DREAM. 

                                                 
7 For example, DaMP may invest in a real estate project, with DaMP investing $9 million and DREAM 
investing $1 million.  DaMP will get paid a base rate of LIBOR plus 1/10th of all net return above LIBOR, if 
any, and with DREAM receiving the balance.  DREAM is thus in the first loss position, but gets an enhanced 
return, and in a Shariah-compliant fashion.  Each partner to the transaction is only at risk in the amount of 
its equity investment, unlike with a traditional lending relationship, and DREAM is not subject to paying 
any shortfall in funds needed to meet the base rate paid to DaMP. 
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• At funding, $10-15 million invested in a proposed Shariah-compliant 
investment banking company. 

• At funding: $2-3 million invested in Islamic banking fund, after sufficient due 
diligence is completed, and $5 million allocated for capital for an Islamic 
bank. 

• At funding: $1 million earmarked for seed funding for taxi medallion 
financing.  Operations targeted to begin 9 months after launch. 

• At funding: $1 million allocated for participation in a Canadian mortgage 
operation to begin operation within 6 months after launch. 

• At funding: $1 million earmarked for seed funding for auto financing.  
Operations targeted to begin 12 months after launch. 

• At funding: $1 million earmarked for seed funding for education financing.  
Operations targeted to begin as soon as practicable—initial feasibility 
inquiries currently underway. 

• At funding: balance to be held for best available opportunities. 
• On launch: DaMP and DREAM to either buy or “rent” $45-50 million in 

existing transactions from Devon Bank.  This acquisition, by itself, should 
turn the venture cash-flow positive at the point of acquisition on. 

• Upon launch: three prospective sources of real estate properties tasked with 
identifying suitable opportunities. 

• Within three months of launch: DaMP or DREAM/DaMP to 
refinance/acquire real estate portfolio from Bank customer for ~$45-50 
million.  This transaction should also, by itself, turn the venture cash-flow 
positive. 

• Within three months of launch: DREAM/DaMP to explore investment of $25-
50 million in Canadian mortgage transactions. 

• Within six months of launch: DREAM, with Devon Bank financing, to invest 
in rental properties in the $8 million range financed using the Bank’s credit 
line product, with additional properties lined up as opportunities are 
identified. 

• Within six months after launch: additional resources will be put into 
expanding product availability into additional U.S. states. 

• Within nine months of launch: DREAM/DaMP to explore investment of $5-
10 million in non-U.S. mortgage transactions. 

• Additional deal flow will increase rapidly as Devon Bank puts out word that 
it has funds available for larger projects.  The Bank has, as of this writing, 
several masajid (mosques) in its pipeline.  Such financing transactions have 
proven to be excellent sources of referral business. 
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Who Are We? 

DIVO will operate with minimal staff, with most functions outsourced.  It will 
operate under the supervision of a Board of Advisors reporting to the statutory 
directors and a Board of Shariah Advisors. 

Devon Bank has an existing platform from which to generate many of the 
transactions in which DIVO will have an interest.  It currently has one residential 
loan officer, two mortgage processors, one consumer lender/collector, three 
commercial loan officers (who are also capable of underwriting residential 
transactions), a senior lender/manager, two credit analysts, an in-house lawyer, 
and seven staff people in loan operations/commercial processing.  The Bank also 
has three people who specifically handle Islamic finance customer inquiries and 
assist with the processing and closing of files.  The Bank also has ancillary 
bookkeeping, accounting, audit (internal and external), marketing and IT 
functions.  Devon Bank currently enjoys a top (Tier One) Freddie Mac servicer 
rating. 

The Board of Advisors will establish policies to allow for “flow” business to be 
handled on a conduit basis for the mortgage business, with other projects 
reviewed on a case-by-case basis.  Once the initial group of assets has been 
acquired, an additional person will be added to assist in the asset acquisition, 
legal, compliance, and monitoring functions.   

A management company will be created and owned/operated by an affiliated 
party, and will be paid based on a percentage of assets, with the percentage 
varying based on the type of assets, with the DaMP assets expected to generate a 
1.5% management fee and non-DaMP assets generating a 2.25% management fee 
based on invested assets under management (no management fee paid for assets 
held pending long-term investment).   

Board of Advisors and Shariah Board compensation will be based on dollar 
volume of assets actively invested, and the Board of Advisor members have 
committed that a minimum of 50% of their compensation will be paid or 
invested in equity to tie Advisors’ interests to those of the shareholders 
($750/month per $30 million in actively-managed assets.  Cash compensation is 
intended to cover Advisors’ income tax on the equity compensation).  Any 
payments made to Directors or Advisors in shares, or equivalent purchases, will 
come with a one-year sale restriction.  The statutory directors will be paid a flat 
service fee. 
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Board of Advisors 

Tariq Al-Rifai 

Mr. Al-Rifai is a Vice President and Director of Marketing for UIB Capital, a 
subsidiary of Bahrain-based Unicorn Investment Bank.  He has been involved in 
Islamic finance since 1996 when he established Failaka International Inc., a 
Chicago-based Islamic financial research and consulting firm.  Failaka was the 
first organization to consult on Islamic financial research and was also the first to 
monitor and publish research on Islamic funds. 

In 2000, Tariq joined The International Investor, a Kuwait-based Islamic financial 
institution, where he was the partner in charge of building distribution 
relationships with banks in Gulf countries.  He also worked on product 
development programs with European investment managers. 

Tariq joined HSBC Bank USA in 2001 to head up the launch of the Amanah 
Finance Islamic banking initiative in America.  The initiative included creating 
deposit accounts, credit facilities, home finance solutions and launching a wealth 
management platform.  He grew the volume of this business from start-up to 
over $50 million within 15 months. 

Tariq Al-Rifai has an MBA from DePaul University in Chicago and a BS in 
International Finance from St. Cloud State University in Minnesota. 

Tariq serves on the Audit Committee of the Board of Advisors. 

Abdul-Hakim Dyer 

Abdul-Hakim Dyer is the Chief Executive Officer of PetroSep Global, a Canadian 
company focused on nanotech membrane technology used to purify petro-
chemicals.  He has conducted business in Canada, the US, Europe, the Middle 
East and Africa.  He is well acquainted with the demands, nuances and 
opportunities of the global marketplace.   

Hakim’s finance training began in 1987 at Bank of Boston where he specialized in 
leveraged buyouts of North American operating assets by non-US multinationals 
and financing of overseas ventures.  In 1990, Bank of Tokyo Trust Company 
recruited him to market M&A services to small-cap technology companies and to 
manage complex finance relationships.   

By 1994, Hakim went on to design, organize and launch one of the first socially 
responsible venture capital funds in the U.S. for Boston Community Capital, and 
was subsequently recruited in 1998 to bring his entrepreneurial skills to bear on 
building Mazil USA, the very first, fully regulated, Shariah compliant property 
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finance venture in U.S. history for The United Bank of Kuwait, plc. He quickly 
rose to become the bank’s New York based CEO for North America, and having 
successfully proven both the financial concept and the market depth, accepted in 
1999 to design a fully Shariah compliant capital markets conduit for ABC 
International Bank, plc, (London) a division of Arab Banking Corp. (Bahrain) to 
fulfill burgeoning global demand among institutional investors for specialized, 
ratable securities for this market niche.   

Since 2002, Hakim has focused on sustainability with an emphasis on commercial 
property development geared toward Smart Growth and Transit-Oriented 
Development (as CFO for Structures Unlimited, and a partner with Prosperity 
Development Group), as well as the design of specific financial instruments for 
the sector including green mortgages (Sustainable Capital) and media assets 
(Louverture Films).  Hakim joined Petro Sep in February of 2008. 

Hakim is a 1983 graduate of Dartmouth College, holds a Masters from 
Middlebury College, and an advanced diploma with high honors from the Paris 
Chamber of Commerce and Industry.  He is a graduate of the Bank of Boston’s 
corporate finance and management training program and has also received 
formal training as a linguist, a life coach and as a public speaker. 

Hakim serves on the Audit and Compensation Committees of the Board of 
Advisors. 

Nazir Gurukambal 

Nazir A. Gurukambal is a Vice-President, Manager of the International Services 
Department, and Manager of Islamic Finance Operations for Devon Bank.  Nazir 
has been a banking professional in retail and international banking services for 
more than a decade and a half, working both in the U.S. and in the Gulf.  Nazir is 
responsible for the creation of both the Islamic Finance program and the 
International Services department at Devon Bank, both of which he has actively 
worked to develop.  Nazir coordinates the majority of the customer contact for 
Devon Bank’s Islamic finance program and has sees on a regular basis what 
customers need and how the bank’s operations fit into the competitive 
environment. 

Nazir serves with a variety of civic and religious organizations, and has 
experience as a real estate investor. 

Nazir Gurukambal is a graduate of University of Mysore (India) with a degree in 
Finance and Accounting. 

Nazir serves on the Asset/Liability and Currency Management Committees of 
the Board of Advisors. 
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David Loundy, Chairman of the Board 

David Loundy is Corporate Counsel, a Vice President and a member of the 
Board of Directors for Devon Bank.  He is also in charge of the Islamic Finance 
Division for Devon Bank. 

At Devon Bank, David has created the products for the Bank’s Islamic finance 
program, has worked to expand the Bank’s Islamic finance program out to cover 
over half of the U.S. states to date, and designs the structures for all non-standard 
transactions.  He has personally designed, received any necessary regulatory 
clearance, and in many cases implemented more Islamic banking products in the 
United States marketplace than any other banker in the U.S. 

David has revamped the Bank mortgage department, increased the Bank’s year-
over-year mortgage volume by several hundred percent, evaluated mortgage 
investment and securitization programs, participated in commercial loan reviews 
and approvals for conventional and Islamic financing transactions, and worked 
to structure Islamic financing transactions to meet specific customer needs.  

Before joining Devon Bank, David worked as a law professor teaching in a 
Master of Laws program, and as a law school administrator, as well as teaching 
in an executive MBA program at DePaul University, and, for more than a decade, 
worked as a lawyer practicing in the fields of intellectual property and computer 
law, with a focus on Internet law issues.  He has represented public and private 
companies and entrepreneurs as they have developed their businesses, 
structured transactions, and sought to protect their intellectual property and take 
advantage of new technologies.  He is a past chairman of the Illinois State Bar 
Association Intellectual Property Law Section, and the Chicago Bar Association 
Computer Law Committee.  David also serves on the Board of Directors for 
several community groups. 

A frequent writer and speaker, David has given more than seventy five 
presentations and has more than one hundred publications in his name, 
including a law school case book “Computer Crime, Information Warfare & 
Economic Espionage.”  Some of his publications and presentations have been 
translated into French, Japanese, Turkish and Korean.  

David Loundy has a Bachelor of Arts in telecommunications from Purdue 
University, and a Juris Doctorate from the University of Iowa College of Law, 
both with distinction, has completed the post-graduate diploma program from 
the Institute of Islamic Banking and Insurance, and has finished the Loyola 
University Family Business Center’s 18 month Next Generation Leadership 
Institute. 
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David serves on the Asset/Liability Committee of the Board of Advisors. 

Rushdi Siddiqui 

Rushdi Siddiqui, is the Global Director of the Dow Jones Islamic Index Group, 
and the Chairman of the International Islamic Finance Forum.  He is a member 
of the Dubai International Finance Centre Islamic Finance Advisory Council. 

Rushdi is the creator of the Dow Jones Islamic Indexes and responsible for 
additional asset classes.  He was a professor at the Dow Jones University for 
Principles of Islamic Investing and was previously Vice President of a Wall 
Street investment bank, marketing officer for a commercial bank and founder of 
a consulting firm.  He was responsible for the launch of the first Muslim affinity 
credit card in the U.S.  Rushdi was also a lecturer at New York University’s 
School of Professional Education teaching Privatization and Economic Reform. 

Rushdi Siddiqui has a Bachelor of Sciences from New York University, a Juris 
Doctorate from the Albany Law School of Union University, and an MBA from 
Baruch College. 

Rushdi serves on the Compensation Committee of the Board of Advisors. 

Board of Shariah Advisors 

Sheikh Yusuf Talal DeLorenzo, Chairman 

Yusuf Delorenzo, as a scholar of Shariah, is closely involved in the transactional 
implementation of Islamic Finance.  While working with financiers, lawyers, 
accountants, economists, fund managers and other business professionals, Yusuf 
brings classical Islamic scholarship into the realm of modern finance.  As a 
member of many of the most prominent and prestigious Shariah Supervisory 
Boards, including financial institutions, banks, pension funds, government 
investment bodies, and families in the Middle East and elsewhere, he has 
contributed and is contributing not only to the growth of Islamic Finance but to a 
broader and more refined understanding between Western financial market 
participants and their Muslim counterparts. 

Sh. DeLorenzo is the sole member of the Board of Shariah Advisors during the 
start-up phase.   

Once operational, one or two more advisors will likely be added.  DIVO has 
reached an agreement in principle with Dr. Zubair Usmani to join the Board of 
Shariah Advisors upon launch. 



Confidential Page 19 2/9/2009 

Investors 

DIVO will initially be a “private” investment company registered in Ireland. 
Investment may only be made pursuant to the terms of the prospectus when 
available. Investment may only be made by institutions and accredited investors 
that have reviewed the prospectus and had the opportunity to understand the 
risks with investing in an illiquid non-public investment. Any share transactions 
may be rejected if it would affect DIVO’s tax status.  No individual U.S. investor 
will be allowed to own more than 9.8% of the outstanding shares. 

Devon Bank is sponsoring the creation of the Company because DIVO can offer 
products and services which the Bank cannot, but it is precisely because DIVO 
will provide products and services that Devon Bank may not offer directly that 
Devon Bank is prohibited by its regulators from having an ownership interest.  
The Devon Bank is “invested” in the Company because DIVO will serve, in part, 
as the platform by which Devon Bank can expand its Islamic finance program in 
its desired fashion.  

DIVO aims to allow for multiple points of entry—either into DIVO, or into 
individual DIVO subsidiaries.  It is anticipated that most or all of DaMP will be 
sold to the public or other private investors as soon as practicable. 

Sale of Shares/Exit 

DIVO may purchase and sell shares at its sole discretion and based on its cash 
availability and needs.  DIVO may also serve as or appoint a transfer agent for 
shares privately sold between one shareholder and another existing shareholder.  

Within five years of operations, the Board of Advisors will consider the 
feasibility and desirability of a public listing of the company.  The feasibility of a 
listing, and what country will prove most attractive for listing the Company’s 
shares, will be determined at that time.  Operating the company in a Shariah-
compliant manner will increase the potential investor base and thus provide the 
best opportunity for a successful exit for those shareholders wishing to divest at 
that time. 

Target Performance 

The investment performance of DIVO cannot be calculated in advance due to 
unknown variables such as the amount of available capital and projects, which, 
in part, determines the portfolio mix of assets in which DIVO will invest.  The 
current economic conditions are producing a constantly growing and changing 
list of opportunities all within the scope of DIVO’s intended business. 
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However, Appendix C contains a pro forma balance sheet and income statement 
for the real estate and real estate related operations in which DIVO anticipates 
engaging within the first three years, excluding capital appreciation of any 
purchased real estate. 

Because there is approximately $95 million in existing, performing assets 
available for acquisition upon launch (from Devon Bank’s existing portfolio and 
the real estate portfolio of one particular customer), it is anticipated that the 
company should immediately have assets that will assure profitable and self-
sufficient operations, net of any acquisition and start-up costs.  These assets will 
consist of several hundred transactions, providing some diversification.  The 
performance of this portfolio to date has been excellent—with no write-offs 
experienced by the Bank to date. 

It is anticipated that DaMP will pay a monthly dividend to its shareholders.  This 
is an element that will help define its asset class and make it saleable to investors 
seeking a bond-like investment. 

It is anticipated that DIVO will pay a quarterly dividend, beginning in the first 
year of operations, of a small but increasing amount.  This will facilitate a later 
exit by showing investors a consistent pattern of paying dividends from the first 
quarter of operations.  A reinvestment option will be made available. 

Competition/Barriers to Entry 

Although DIVO will face some competition for deal flow, the primary 
motivation for the creation of DIVO is the actual and perceived availability of 
reasonable quality business, and a lack of existing providers to accommodate the 
need.  It is expected that initially deal flow will be in excess of available 
resources, putting the Company in a position to select the types of transactions in 
which it would like to invest.  A more thorough competitive analysis is contained 
in Appendix D. 

Risks 

DIVO will be exposed to a series of possible risks, such as, but not limited to, 
credit risk, interest rate risk, liquidity risk, to the extent that it has non-U.S. 
operations—foreign currency and political risks, risks inherent in owned and 
financed real estate, regulatory and compliance risks, risks inherent in 
outsourcing and conflicts of interest with management, and risk of failures in 
religious compliance.  A more extensive discussion of risk factors is found in 
Appendix E. 
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Summary 

Devon Bank has been successful with its Islamic finance program by any 
measure.  DIVO and its affiliated entitles provide the foundation on which to 
expand that program and its successes, as well as expand into synergistic 
businesses.  The participants have had experience reaching a definable target 
market of people who are demanding the services that DIVO will offer.  DIVO 
has the ability to capture a large piece of this market.  Devon Bank has the brand, 
the products, the network, the support structures, and the core assets to make 
this venture successful.  DIVO can facilitate Devon Bank’s origination of business 
on both sides of the balance sheet and cement its reputation as being a premier 
provider to the fastest-growing religious groups on the planet, which already 
comprises the second-largest religion.8  DIVO presents a unique opportunity that 
is ready to launch and rapidly deploy.  

                                                 
8 See http://www.foreignpolicy.com/story/cms.php?story_id=3835 (visited Jan. 25, 2008).  
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APPENDIX B – DREAM PRODUCTS 

Devon Real Estate Asset Management will earn a Shariah-compliant income 
stream through investment in the following types of real estate transactions: 

Murabaha: In a murabaha transaction, a customer identifies a property.  DREAM 
then buys the property and sells it to the customer at a marked-up price, paid 
over time, but at no interest. DREAM retains a mortgage and a note representing 
the debt owed in fulfilling the purchase contract.  

A murabaha transaction is analogous to a fixed-rate mortgage loan.  The term of 
the financing can be between one and 40 years as either a full payout or, in 
limited cases, as a “balloon”.  Please note that although some religious advisors 
disfavor use of murabaha transactions when used for long term transactions, 
local regulations may make a murabaha transaction the only available model.  
The title to the property is in the customer’s name after the initial closing.  It may 
be used for new purchases, to refinance out of conventional debt or out of an 
otherwise religiously-flawed transaction.  There is no profit and loss sharing 
between the customer and DREAM, it is a simple installment debt.  

Ijara: In an ijara transaction, a customer identifies a property, which is then 
bought into a holding entity owned by DREAM or its servicer.  The customer 
then buys the property, at cost, over time.  Because the customer is using 
property the customer does not own, the customer pays rent to DREAM based 
on DREAM’s interest in the property.  

An ijara transaction is analogous to an adjustable rate mortgage loan (though it 
may also be fixed).  The rent adjustment period may be set as short as one day or 
as long as 40 years.  (Typically, Devon Bank has used 3 or 5 year adjustment 
periods.)  The rental rate can be tied to a number of different indices.  The 
purchase obligation can be set to start immediately or after an initial period.  
Terms are available up to 40 years.  An ijara transaction may be used for a 
purchase, or a refinance, and may also be used in a manner that resembles a line 
of credit and in some cases may be used for construction financing.  DREAM 
maintains ownership of the property and a lease obligation until the property is 
paid for in full by the customer.  There is no sharing of profit and loss between 
DREAM and the Customer; there is a defined purchase obligation and a lease. 

Musharaka: A musharaka is a real estate co-ownership arrangement. The 
customer identifies the property and the property is bought jointly by DREAM 
and the customer and put into a holding entity.  The customer buys the property 
from DREAM, at cost, over time.  Again, because the customer is using property 
that the customer does not own, the customer pays rent on the use of the portion 
of the property interest owned by DREAM.  
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A diminishing musharaka transaction is analogous to an adjustable rate 
mortgage loan, and may also be used for limited construction financing.  The 
rent adjustment period may be set as short as one day or as long as 50 years.  
Terms may be available up to 50 years.  A musharaka transaction may be used 
for a purchase, or a refinance, and may also be used in a manner that resembles a 
line of credit.  Ownership of the property transfers as payments are made until 
ownership is eventually bought out by the Customer.  A proportionate lease 
obligation remains until the property is paid for in full by the Customer.  Because 
the property is co-owned, upon sale of the property, any gain or loss is shared by 
DREAM and the Customer in proportion to each party’s ownership interest in 
the property. 

DREAM Home Hedging Agreement tm: A DREAM Home Hedging Agreement is 
a unique real estate venture based on a musharaka. The difference between the 
DREAM Home Hedging Agreement and a ‘standard’ musharaka is that the term 
may be up to 75 years, and, instead of all payments going to buy out DREAM’s 
interest in the property, a portion of the payments are invested into DREAM 
itself, thus diversifying the Customer’s funds into a more diverse pool of real 
estate holdings.  Within certain limits, the Customer may determine how much 
money is invested in DREAM and how much is invested in the Customer’s 
individual property, and also within certain limits the Customer may change that 
allocation at a later time.  This is a complex product and must still receive 
regulatory and religious clearance before it may be offered, which may prove 
infeasible. 

Home Saver Mortgage: A Home Saver Mortgage is a home financing product 
designed to aid someone who may not be able to make an amortizing mortgage 
payment, but can afford a market-based rent.  DREAM will buy the home using 
either an ijara or a musharaka model.  The customer will make regular monthly 
rental payments.  As the customer has excess funds available, it can make 
payments towards ownership, but it is not required to do so. 

ERDY ARMtm: An ERDY ARM is a musharaka or ijara based transaction with the 
rental rate tied to an index that tracks U.S. national rent returns rather than tying 
the rent to an interest rate index (availability in other countries may be possible 
in the future). 

Istisna: An istisna transaction is a real estate venture for construction and 
development.  DREAM and the customer buy the property and develop it.  Once 
the construction phase is complete, the customer then buys out DREAM’s 
interest over time, and pays rent on the part that the customer is using that is still 
owned by DREAM. 
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Direct ownership: DREAM is expected to purchase property to retain for income 
and liquidity management purposes.  This will produce a rental stream for 
shareholders and the potential for capital appreciation. 

Real estate development: DREAM is currently investigating potential 
investments in a real estate development company operating in North America.  
Such investments will likely produce higher yields, but more uneven payouts, 
than the above-listed Islamic financing transactions.  The investment may be on a 
per-project basis, or it may be an overall investment in the development 
company.  DREAM may also engage in “brownfields” redevelopment by 
cleaning up and selling or further developing blighted properties.  Such 
investments will only be made as suitable opportunities present themselves, and 
may not come to fruition. 
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APPENDIX D – COMPETITION 

In the United States, there are two major competitors to Devon Bank for real 
estate financing transactions.  Guidance Financial Group is the largest provider 
of Islamic financing at a retail level based on its current portfolio under 
management.  It spends a considerable amount on advertising, but its product 
set is limited, it only provides residential financing, it recently cut back its 
network of sales agents, and it recently lost one of its major liquidity sources.  It 
satisfies the Shariah-compliance concerns of many, but is considered flawed by 
some.  Lariba/American Finance House/Bank of Whittier is the oldest current 
provider of Islamic financing, has a well-recognized brand, and has more 
flexibility than Guidance in product offerings.  However, most consider its level 
of Shariah-compliance unacceptable.  Devon Bank is the fastest growing of the 
major providers, has the most flexibility and broadest product set, and is the only 
one of the three companies to receive a passing grade from Dr. Main Al-Qudah 
in a paper he produced for the Assembly of Muslim Jurists of America, along 
with its other endorsements.  It is taking noticeable market share from both 
Guidance and Lariba.  University Bank provides services in a few states, but has 
limited resources with which to expand either its product set or its geographic 
availability.  Zayan, a start-up company, focuses on commercial Islamic 
financing.  It is unknown what resources it has available to it at this time.  In 
discussions with Zayan staff members it is apparent it is having trouble 
identifying needed funding options.  Fannie Mae has developed a uniform 
murabaha product (with Devon Bank’s assistance), but it is not expected to 
expand beyond one product with limited residential uses, it is currently priced 
out of the market, and its support for Islamic finance may be subject to change in 
the course of addressing its credit issues.   

The real estate purchase and development markets are very competitive in the 
United States.  DREAM has been establishing a network of brokers that will 
allow it access to a pool of off-market and smaller properties that are not likely to 
be found by or attract the interest of the larger real estate companies.  DREAM 
also has contact with one or more Muslim real estate investors that have 
expressed some willingness to contribute their properties as an investment in 
DREAM. 

In Canada, there are two major providers of Islamic finance, Salam Financial and 
UM Financial.  Both of these companies provide limited home financing in one 
Canadian province.  Other providers are in the concept or start-up phase.  
DREAM will seek to work with one or more of these providers to source deal 
flow.  We have been contacted by several prospective Canadian providers about 
providing financing for their transactions.  These providers will be examined 
when the opportunity becomes ripe.  Other countries will be explored as 
opportunities present themselves. 
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There are three known Shariah-compliant private equity firms operating in the 
U.S. at this time, but they are seen as more likely to be sources of business than 
sources of competition. 

There are five Shariah-compliant publicly-accessible investment funds in the 
U.S., but none of them are seen as competition for DaMP, as none of them pay a 
monthly dividend or have access to the kinds of assets that will be owned by 
DaMP. 

The barriers to entry for new providers are significant.  Product design requires a 
significant outlay of legal resources.  (Devon Bank has achieved its success in 
product development due to its in-house product development capacity.)  The 
products must also be subjected to religious review, and suitable scholars are 
scarce.  Additionally, financing real estate takes significant capital, and 
religiously compliant wholesale options are largely unavailable at this time in the 
United States.  Many of the target customers form very closely knit groups.  
More than 50% of Devon Bank’s business comes directly from word of mouth.  
Establishing the network to source new business will not come easily to a new 
competitor.  Because this is seen as a small market to large financial institutions, 
many do not see that it presents a good value proposition.  HSBC, for instance, 
recently discontinued its U.S. Islamic finance operations after being unwilling to 
invest the resources needed to expand its business.  Finally, because Devon Bank 
has an existing portfolio, pipeline, and network of service providers, the Bank is 
uniquely positioned to profitably launch and run such a business. 
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APPENDIX E – RISK FACTORS 

DIVO will be exposed to a series of possible risks, such as: 

Its financing operations will be affected by credit risks caused by customers 
being unable to make required payments to DIVO or to a company in which 
DIVO invests, rate risks due to rents or profits tied to market rates of interest or 
rental performance (and individual transactions may or may not adjust with 
market changes), mortgage fraud, and in some cases risks attendant to owning 
property such as, but not limited to, property damage or loss, diminution in 
value caused by real estate market declines, etc.   

Owned properties will also be subject to the risks inherent in property 
ownership, such as the inability to find suitable tenants, maintenance costs, 
property damage, and diminution in value caused by real estate market declines. 

Financial risk may result to the extent that any properties are purchased using 
Islamic financing transactions that may become more expensive with any linkage 
to market rates that affect the financing costs. 

To the extent that DIVO or a company in which DIVO invests maintains their 
accounts and conducts transactions denominated in various currencies, DIVO 
may be subject to foreign currency risk and political risk. 

DIVO is subject to regulatory risk.  Islamic financing transactions, and especially 
some of the variants that may be offered by DIVO or a company in which DIVO 
maintains an investment, are not well tested products in court.  There have been 
virtually no judicial opinions released interpreting Islamic financing transactions 
in many jurisdictions, in some jurisdictions there is almost no legislation that 
specifically addresses such transactions, and regulatory understanding of such 
transactions in many areas tends to be fairly low.  In some cases the regulatory 
guidance that exists contradicts or is not supported by guidance released by 
other regulators pertaining to the same issues.  Certain aspects of accounting and 
operations, financing, and, in particular, residential mortgage financing are often 
complex, heavily regulated, subject to constantly changing regulation, and 
governed by a host of different regulators. Although DIVO will endeavor to 
comply with all rules, regulations, guidelines, etc. that pertain to its business, 
there can be no guarantees that DIVO is performing at all times within the 
bounds of current regulations, and that there will not be the possibility of 
sanctions, penalties or taxes for non-compliance, some of which may be 
substantial.  In fact, it is safe to assume that there will eventually be some 
challenge to some aspect of DIVO’s operations at some point by some regulator 
in the absence of further regulatory clarification. 
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DIVO faces liquidity risk.  As a non-public investment company, investors may 
not be able to sell their interests in DIVO and get any of their money out when or 
if they so desire.  This illiquidity may also affect the value of their holdings.  
Additionally, any dividends paid by DIVO are based, in part, on performance, 
and, as a reflection of the risks presented here, are not assured.  In addition, the 
ability of DIVO to raise additional capital, which is necessary for the continued 
growth of DIVO, is not assured.   

DIVO is designed to outsource much of its operations and employ minimal staff.  
As a result, it is dependant on its relationships with outside vendors which may 
not have DIVO’s best interests in mind.  There is a risk that it will not be possible 
to obtain and retain the necessary contractors, performing with adequate quality 
and at adequate cost.  DIVO will be in part reliant on outside contractors to 
generate its transactions, and thus a failure to perform by one of these 
contractors will affect the quality or ability to grow DIVO assets.  Additionally, 
while advisors to DIVO are chosen for their skills, DIVO is believed to be the first 
operation of its kind in the world, and thus there are no individuals who have 
complete, direct experience with the management of such an investment 
company.  Although all of the officers and directors of DIVO have a duty to act 
in DIVO’s best interests, because of their positions and outside activities, it is 
expected that conflicts of interest will arise that will need to be managed.  It is 
also expected that based on the nature of DIVO’s business and the nature of the 
advisors and directors and their outside responsibilities, that DIVO will enter 
into transactions with businesses that are affected or controlled by advisors, 
directors or friends, family or business associates of advisors or directors of 
DIVO. It is also anticipated that DIVO will hire as employees or contractors 
friends, relatives, or business associates of advisors or directors of DIVO. 

Although Devon Bank does not have an ownership interest in DIVO, it will have 
an exceedingly close relationship with DIVO and some of its operations in 
particular.  Control of DIVO rests with individuals who may have an interest in, 
or business relations with, Devon Bank.  DIVO may rely heavily on the use of a 
limited number of outside contractors, at least one of which will be Devon Bank.  
Devon Bank will provide services to DIVO at prices that may or may not be the 
best available, and in some cases without competitive bidding.  Devon Bank and 
other insiders may have conflicting business opportunities for DIVO investment 
prospects. 

DIVO also faces operating risk in the area of Shariah compliance.  Although 
DIVO will endeavor to uphold strict standards of Shariah-compliance, and 
although it retains the services of Shariah advisors to help make sure the 
transactions, products, and the implementation of the products, are done in a 
Shariah-compliant manner, there can be no guarantee that the DIVO will operate 
error-free in its level of compliance, or that any particular interpretation of the 
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Shariah will comport with DIVO’s operations and the guidance of DIVO’s 
Shariah advisors. 

This list of risk factors is not intended to be a complete list of potential risks. 


