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AUDITORS' REPORT TO THE UNITHOLDERS OF
SAUDI ISTITHMAR EQUITY FUND -
AN INVESTMENT FUND MANAGED BY CAAM SAUDI FRANSI

Audit Scope

We have audited the accompanying balance sheet of Saudi Istithmar Equity Fund (Fund) - an
investment fund established and managed by Caam Saudi Fransi as of 31 December 2010 and
the related statements of operations, cash flows and changes in net assets for the year then
ended. These financial statements are the responsibility of the Fund’s management and have
been prepared by them and submitted to us together with all the information and
explanations which we required. Our responsibility is to express an opinion on these financial
statements based on our audit. We conducted our audit in accordance with auditing
standards generally accepted in the Kingdom of Saudi Arabia. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable degree of assurance to enable us to express an opinion
on the financial statements.

Unqualified Opinion

In our opinion, the financial statements taken as a whole, present fairly, in all material
respects, the financial position of the Fund as of 31 December 2010 and the results of its
operations, cash flows and changes in its net assets for the year then ended in accordance
with accounting standards generally accepted in the Kingdom of Saudi Arabia.

for Ernst & Young

Fahad M. Al-Toaimi
Certified Public Accountant
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(7 March 2011)
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Saudi Istithmar Equity Fund -
an Investment Fund managed by Caam Saudi Fransi

BALANCE SHEET
As at 31 December 2010
2010 2009
Note SR SR

ASSETS
Bank balance 1,483,825 19,633,266
Trading investments 4 251,369,468 211,681,495

252,853,293 231,314,761
LIABILITIES
Accrued expenses 66,598 66,065

66,598 66,065

NET ASSETS 252,786,695 231,248,696
Units in issue 62,040 64,647
Per unit value

The accompanying notes 1 to 10 form part of these financial statements.

4,074.5760

3,577.0986
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Saudi Istithmar Equity Fund -
an Investment Fund managed by Caam Saudi Fransi

STATEMENT OF OPERATIONS
Year ended 31 December 2010

Notes
INVESTMENT INCOME
Trading income, net 5
Dividend income
EXPENSES
Management fees 6
Others

NET INCOME FROM OPERATIONS

The accompanying notes 1 to 10 form part of these financial statements.

2010 2009
SR SR
28,682,574 54,172,737
7,576,982 5,519,560
36,259,556 59,692,297
{4,307,402) (3,652,975)
(66,598) (66,065)
(4,374,000) (3,719,040)
31,885,556 55,973,257
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Saudi Istithmar Equity Fund -

an Investment Fund managed by Caam Saudi Fransi

STATEMENT OF CASH FLOWS
Year ended 31 December 2010

OPERATING ACTIVITIES
Net income from operations

Adjustment for:
Movement in unrealized gain on investments

Changes in operating assets and liabilities:
Trading investments, net
Accrued expenses
Net cash (used in) from operating activities
FINANCING ACTIVITIES
Proceeds from units sold
Value of units redeemed
Net cash used in financing activities
(DECREASE) INCREASE IN BANK BALANCE
Bank balance at the beginning of the year
BANK BALANCE AT THE END OF THE YEAR

Operational cash flows from dividends
Dividends received

The accompanying notes 1 to 10 form part of these financial staternents.

2010 2009
SR SR

31,885,556 55,973,257
(30,287,861)  (135,550,977)
(9,400,112) 97,649,929
533 34,065
(7,801,884) 18,106,274
21,356,752 7,206,147
(31,704,309) (10,415,846)
(10,347,557) (3,209,699)
(18,149,441) 14,896,575
19,633,266 4,736,691
1,483,825 19,633,266
7,576,982 5,519,560
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Saudi Istithmar Equity Fund -
an Investment Fund managed by Caam Saudi Fransi

STATEMENT OF CHANGES IN NET ASSETS
Year ended 31 December 2010 ‘

NET ASSET VALUE AT THE BEGINNING OF THE YEAR

CHANGES FROM OPERATIONS
Net income from operations

CHANGES FROM UNIT TRANSACTIONS*
Proceeds from units sold
Value of units redeemed

Net change from unit transactions

NET ASSET VALUE AT THE END OF THE YEAR

2010
SR

231,248,696

31,885,556

21,356,752

(31,704,309)
(10,347,557)

252,786,695

2009
SR

178,485,138

55,973,257

7,206,147

(10,415,846)

(3,209,699)

231,248,696

* Subscriptions and redemptions of the units are at the net asset value calculated based on the fair value on the date of

transaction.

UNIT TRANSACTIONS

Transactions in units for the year ended 31 December are summarised as follows:

UNITS AT THE BEGINNING OF THE YEAR

Units sold
Units redeemed

Net decrease in units

UNITS AT THE END OF THE YEAR

The accompanying notes 1 to 10 form part of these financial statements.

2010
Units

64,647
5711
(8,318)
(2,607)

62,040

2009
Units

66,015
2,021

(3,389)

(1,368)

64,647
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Saudi Istithmar Equity Fund -
an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS
31 December 2010

1 GENERAL

Saudi Istithmar Equity Fund (the Fund) {previously known as Saudi Shares Investment Fund -Istithmar) is an
open ended Saudi Riyal denominated investment fund, established pursuant to an agreement (the Agreement)
between Caam Saudi Fransi (the Fund Manager) and investors (Unit holders).

The investment objective of the Fund is to provide medium to long-term capital growth by investing in listed
equities in the Saudi Arabian equity market. All income is reinvested in the Fund and is reflected in the unit
price

The books and records of the Fund are maintained in Saudi Riyal in the Kingdom of Saudi Arabia.
2 REGULATING AUTHORITY

The Fund is governed by the Investment Fund Regulations (the regulations) published by CMA on 3 Dhul
Hijja 1427H (corresponding to 24 December 2006) detailing requirements for all funds within the
Kingdom of Saudi Arabia.

The terms and conditions of Sandi Istithmar Equity Fund have been last updated by the CMA on 8 Safar
1430H (Corresponding to 3 February 2009)

3 SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with accounting standards generally accepted in the
Kingdom of Saudi Arabia. The significant accounting policies adopted are as follows:

Accounting convention
The financial statcments are prepared under the historical cost convention modified to include the
measurement at fair value of trading investments.

Revenue recognition

Trading income includes all gains and losses from changes in fair value and disposal of trading nvestments.
Unrealised gains and losses on the revaluation of investments and realised gain and loss on the disposal of
investments are recognised in the statement of operations.

Realised gains and losses on investments sold are determined on a weighted average cost basis.

Dividend income is recognized when the Fund’s right to receive dividend is established. Special commission
income is recognized on an effective yield basis.

Investment valuation
Investments which are purchased for trading purposes are valued at their market price as at the balance sheet
date.

Investment transactions
Investment transactions are accounted for as of the trade date.

Zakat and income tax
Zakat and income tax is the obligation of the Unitholders and is not provided for in the accompanying financial
staterents.

Expenses

Expenses are recognized based on the accrual method. The management fee, payable monthly in arrears, is
calculated and accrued daily based on the Fund’s net assets value.




Saudi Istithmar Equity Fund -

an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 December 2010

4 TRADING iNVESTI\IENT S

Trading investments comprise the following sectors exposures as at 31 December:

2010 2009

Sectors Cost Market Value Cost Market Value

SR SR SR SR
Petrochemical Industries 85,080,081 96,828,287 83,482,957 84,525,600
Banks and Financial Services 89,226,045 87,805,761 87,252,387 75,530,128
Telecomunication 23,256,091 22,488,939 21,321,392 15,008,261
Cement 11,587,548 10,988,435 11,774,435 9,384,817
Agriculture and Food Industries 8,489,597 10,267,098 7,730,845 8,346,142
Industrial Investment 6,320,223 7,209,473 6,355,975 7,693,930
Building and Construction 5,760,000 6,450,000 10,467,147 9,944,963
Energy and Utilities 3,221,463 3,281,883 - -
Retail 2,671,427 2,581,592 - -
Insurance 2,226,184 2,204,200 - -
Real Estate Development 1,264,103 1,263,800 1,317,512 1,247,654
Total 239,102,762 251,369,468 229,702,650 211,681,495
s TRADING INCOME NET

2010 2009
SR SR
Realised loss (1,605,287) (81,378,240)
Movement in unrealised gain 30,287,861 135,550,977
28,682,574 54,172,737

6 TRANSACTIONS WITH RELATED PARTIES

The Fund pays a management fee to the Fund Manager calculated at 1.75% (2009: 1.75%) of the Fund’s net assets
and accrued daily. Additionally, the Fund Manager also charges a subscription fee to the unit holders up to 3% of the
gross subscriptions to cover administration costs. The subscription fee is directly paid to the Fund Manager by the
unit holders. Expenses paid by the Fund Manager on behalf of the Fund are reimbursed from the Fund,

Trade transactions on the Saudi stock exchange are executed through Fransi Tadawul, an associate of the Fund. The
Fund Manager is the custodian of the Fund’s investments.

The Fund Manager has, as at the year end, received SR 6,890 in respect of subscriptions to the Fund. The related
units have not been allocated to the respective Unitholders.




Saudi Istithmar Equity Fund -
an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2010

6 TRANSACTIONS WITH RELATED PARTIES (continued)
The Unitholders” account at 31 December included the following:
2010 2009
Units Units
Units held by the Bank 14,194 14,194
Units held by the employees of the Company and its affiliates 99 221
Units held by other Funds managed by the Company 174 g
14,467 14,424

7 RISK MANAGEMENT

Special commission rate risk
Special commission rate risk arises from the possibility that changes in market special commission rates will affect
future profitability or the fair value of the financial instruments.

The Fund is subject to special commission rate risk on its special commission bearing bank balance. The sensitivity
of the income is the effect of the assumed changes in commission rates, with all other variables held constant, on the
Fund’s income for one year, based on the floating rate financial assets held at 31 December 2010, is not significant.

Credit risk
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss.

The Fund is exposed to credit risk in respect of its bank balance. The Fund Manager seeks to limit its credit risk by
monitoring credit exposures and setting limits for individual investments.

The maximum exposure to credit risk for the components of the balance sheet is on bank balance of SR 1,483,825
(2009: SR. 19,633,266).

Equity price risk

Equity price risk is the risk that the fair value of equities decreases as the result of changes in the levels of equity
indices and the value of individual stocks. The effect on the statement of operations (as a result of a change in fair
value of equity instruments held in the trading portfolio) duve to a reasonable possible change in equity indices, with
all other variables held constant, is as follows:

Change in Effect on Change in Effect on
index statement of index statement of
operations operations
2010 2010 2009 2009
% SR % SR
Saudi Stock Exchange — Tadawul 1% 2,607,718 1% 2,365,906
5% 13,038,589 5% 11,829,529
10% 26,077,178 10% 23,659,059




Saudi Istithmar Equity Fund -
an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2010

7 RISK MANAGEMENT (continued)

Liguidity risk
Liquidity risk is the risk that the Fund will encounter difficulty in releasing funds to meet comnitments associated
with financial liabilities.

The Fund’s terms and conditions provide for the subscriptions and redemptions of units three times per week and it
is, therefore, exposed to the liquidity risk of meeting Unitholders’ redemptions. The Fund’s securities are considered
to be readily realisable as they are investments in listed equities and these can been easily liquidated at any time.
The Fund Manager monitors the liquidity requirement on a regular basis and ensures that sufficient funds are
available to meet any commitments as they arise.

Currency risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to a change in foreign exchange
rates. The Fund views the Saudi Riyal as its functional currency.

As the Fund’s investments and bank balance are denominated in its functional currency, the Fund is not subject to
currency risk.

8 FAIR VALUES OF FINANCIAL INSTRUMENTS

Financial instruments comprise financial assets and financial liabilities. The Fund’s financial assets consist of bank
balances and trading investiments. There were no financial liabilities as at balance sheet date.

Fair value is the amount for which an asset could be exchanged, or a liability settled between knowledgeable willing
parties in an arm’s length transaction. For investments traded in an active market, fair value is determined by
reference to quoted market bid prices.

9 SUBSEQUENT EVENT

On 30 January 2011 the Capital Market Authority approved the merging of CAAM Saudi Fransi ("the Fund Manager™)
with Fransi Tadawul Company ("the affiliated company™) which is fully owned by the Banque Saudi Fransi. The
necessary approval has been obtained from the Capital Market Authority to change the name of Fransi Tadawul
Company to Saudi Fransi Capital. The legal formalities for the merger are not yet completed.

10 LAST VALUATION DAY

The last valuation day of the year, as per terms and conditions of the fund was 29 December 2010 (2009: 30
December 2009).

The last valuation date for the purpose of preparation of these financial statements was 31 December 2010 (2009: 31
December 2009).
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