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Audit Scope

We have audited the accompanying balance sheet of Al Badr Murabaha Fund Saudi Riyal (the
Fund) - an investment fund 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.
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Al Badr Murabaha Fund Saudi Riyal -

an Investment Fund managed by Caam Saudi Fransi

BALANCE SHEET
As at 31 December 2010

ASSETS

Bank balance

Murabaha placements

Held to maturity investments
Accrued income

LIABILITIES

Accrued expenses

NET ASSETS

Units in issue

Per unit value

Notes

The accompanying notes 1 to 12 form part of these financial statements.

2010 2009
SR SR

25,686,468 12,536,653
942,889,598 1,184,230,291
173,001,677 191,576,735
3,577,706 6,494,463
1,145,155,449 1,394,838,142
2,569,918 1,642,480
2,569,918 1,642,480
1,142,585,531 1,393,195,662
82,080,097 100,556,791
13.9204 13.8548
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Al Badr Murabaha Fund Saudi Riyal -

an Investment Fund managed by Caam Saudi Fransi

STATEMENT OF OPERATIONS
Year ended 31 December 2010

INVESTMENT INCOME

Special commission income
Trading income, net
Dividend income

EXPENSES
Management fees

Foreign exchange loss
Others

NET INCOME FROM OPERATIONS

The accompanying notes 1 to 12 form part of these financial statements.

2010
SR

14,708,076
97,897

14,805,973

(7,105,331)
(929,753)
(56,794)

(8,091,878)

6,714,095

2009
SR

23,643,824
28,358
163,127

23,835,309

(6,383,575)
(1,024,339)
(59,109)

(7.467,023)

16,368,286

..



Al Badr Murabaha Fund Saudi Riyal -
an Investment Fund managed by Caam Saudi Fransi

STATEMENT OF CASH FLOWS
Year ended 31 December 2010

2010 2009
Notes SR SR
OPERATING ACTIVITIES
Net income from operations 6,714,095 16,368,286
Adjustment for:
Movement in unrealized gain on trading investment 6 - (273,436)
Changes in operating assets and liabilities: -
Murabaha placements, net 241,340,693 (827,375,291)
Trading investments, net - 27,562,501
Held to maturity investments, net 18,575,058 30,775,537
Accrued income 2,916,757 1,080,857
Accrued expenses 927,438 970,947
Net cash from (used in) operating activities 270,474,041 (750,890,599)
FINANCING ACTIVITIES .
Proceeds from units sold 1,086,270,383  1,768,283,842
Value of units redeemed (1,343,594,609) (1,029,962,486)
Net cash (used in) from financing activities (257,324,226) 738,321,356
INCREASE (DECREASE) IN BANK BALANCE 13,149,815 (12,569,243)
Bank balance at the beginning of the year 12,536,653 25,105,896
BANK BALANCE AT THE END OF THE YEAR 25,686,468 12,536,653
Operational cash flows from special commission income and dividends
Special commission income received 17,624,833 24,390,530
Dividend received 7 . - 497,278

The accompanying notes 1 to 12 form part of these financial statements.
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Al Badr Murabaha Fund Saudi Riyal -
an Investment Fund managed by Caam Saudi Fransi

STATEMENT OF CHANGES IN NET ASSETS
Year ended 31 December 2010

2010
SR
NET ASSET VALUE AT THE BEGINNING OF THE YEAR 1,393,195,662
CHANGES FROM OPERATIONS
Net income from operations 6,714,095
CHANGES FROM UNIT TRANSACTIONS*
Proceeds from units sold 1,086,270,383
Value of units redeemed (1,343,594,609)
Net change from unit transactions (257,324,226)
NET ASSET VALUE AT THE END OF THE YEAR

1,142,585,531

2009
SR

638,506,020

16,368,286

1,768,283,842

(1,029,962,486)

738,321,356

1,393,195,662

* Subscriptions and redemptions of the uriits 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:

2010

Units
UNITS AT THE BEGINNING OF THE YEAR 100,556,791
Units sold 78,262,882
Units redeemed (96,739,576)
Net increase in units (18,476,694)
UNITS AT THE END OF THE YEAR

82,080,097

The accompanying notes 1 to 12 form part of these financial statements.

2009
Units

46,744,637
128,396,200
(74,584,046)

53,812,154

100,556,791
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Al Badr Murabaha Fund Saudi Riyal -
an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS
31 December 2010

1 GENERAL

Al Badr Murabaha Fund Saudi Riyal (the Fund) (previously known as Al Badr Saudi Riyal Fund) is an
open ended investment fund, established pursuant to an agreement (the Agreement) between Caam Saudi
Fransi (the Fund Manager) and investors (Unit helders).

The investment objective of the Fund is to generate market returns, from investment in Shar’iah compliant
instruments. The Fund aims to provide capital preservation and frequent liquidity. The Manager invests in
non commission bearing trade finance transactions and Sukuk, and at the same time accepts the related
risks associated with the investments. The Fund’s assets consist of receivables created by the purchase and
sale of commodities, at a mark up, on a deferred payment basis. The Fund is an income accumulation fund,
whereby net income is reinvested in the Fund and is not distributed as dividend to the units. 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 operating within
the Kingdom of Saudi Arabia.

The terms and conditions of Al Badr Murabaha Fund Saudi Riyal 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 statements are prepared under the historical cost convention modified to include the
measurement at fair value of trading investments.

Revenue recognition
Special commission income is recognized on an effective yield basis.

Trading income includes all gains and losses from changes in fair value and related income or expense.
Unrealised gains and losses on the revaluation of investments and realised gains and losses on the disposal of
investments are recognised in the statement of operations. Realised gains and Josses on investments sold are
determined on a weighted average cost basis.

Dividend income is recognized when declared (i.e. when the Fund’s right to receive dividend is established).

Murabaha placements
Murabaha placements are carried at cost.

Investment valuation
Investments that are bought with the intention of being held to maturity are carried at cost adjusted for any
premium or discount on an effective yield basis, less permanent decline in value.

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




Al Badr Murabaha Fund Saudi Riyal -
an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS {(continued)
31 December 2010

SIGNIFICANT ACCOUNTING POLICIES (continued)

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

Zakat and income tax
Zakat and income tax is the obligation of the Unit holders and is not provided for in the accompanying

financial statements.
Foreign currencies and derivative financial instruments

Transactions

Transactions in US Dollars are translated into Saudi Riyal at the rates of exchange applied at the dates of the
transactions. Assets and liabilities in US Deollar at the balance sheet date are re-translated at the rate available
from the Bank. The Fund Manager has an arrangement with the Bank, at no additional cost to the Fund, to

transact in US Dollars throughout the year at a constant rate of SR 3.75= 1 US Dollar.

The Fund does not have transactions in any other foreign currency.

Forward exchange contracts

Forward foreign exchange contracts that ‘are entered into in order to hedge a foreign currency liability are
recorded at the spot rate at the inception of the contract. Any discounts or premiums are amortised to

income over the life of the contract.

Cash and cash equivalents

For the purpose of statement of cash flows, cash and cash equivalents consist of bank balances and murabaha

placements with original maturity of less than ninety days.

Expenses

Expenses are recognized based on the accrual method. Management fees payable monthly in arrears, are

calculated and accrued daily based on the Fund’s net assets value.

4 MURABAHA PLACEMENTS
2010 2009
SR SR

Murabaha placements with Banque Saudi Fransi:
Maturity within 1 month 17,200,000 33,500,000
Maturity between 1 and 3 months 245,450,000 121,330,000
Maturity between 3 and 6 months 190,050,000 160,160,000
Maturity between 6 and 9 months 6,600,000 265,850,000

459,300,000 580,840,000
Murabaha placements with Saudi British Bank:
Maturity within 1 month 80,850,000 -
Maturity between 1 and 3 months 132,890,000 -

213,740,000 -




Al Badr Murabaha Fund Saudi Riyal -

an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 December 2010

4 MURABAHA PLACEMENTS (continued)

Murabaha placements with Saudi Hollandi Bank:
Maturity within 1 month

Maturity between 1 and 3 months

Maturity between 3 and 6 months

Murabalia placements with Gulf Investment Bank;
Maturity within 1 month

Maturity between 1 and 3 months

Maturity between 3 and 6 months

Maturity between 6 and 9 months

Maturity between 9 and 12 months

Murabaha placements with Saudi Investment Bank:
Maturity within 1 month

Maturity between 1 and 3 months

Maturity between 3 and 6 months

Murabaha placements with Riyad Bank:
Maturity between 3 and 6 months

Murabaha placements with Al-Rajhi Bank:
Maturity within 1 month

Maturity between 1 and 3 months

Maturity between 3 and 6 months

Maturity between 6 and 9 months

Total Murabaha placements

2010 2009
SR SR
- 21,500,000
- 28,000,000
51,500,000 16,600,000
51,500,000 66,100,000
- 29,950,000
- 59,850,000
104,290,000 56,750,000
56,100,000 40,450,000
33,830,000 -
194,220,000 187,000,000
- 7,300,000
- 55,200,000
- 66,000,000
- 128,500,000
11,000,000 -
11,000,000 -
- 50,248,290
- 51,047,735
- 108,745,080
13,129,598 11,749,186
13,129,598 221,790,291
942,889,598 1,184,230,291




Al Badr Murabaha Fund Saudi Riyal -
an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2010

4 MURABAHA PLACEMENTS (continued)

The Fund does not have a formal internal grading mechanism. Credit risk is managed and controlled by monitoring
credit exposures, limiting transactions with specific counter-parties, and continually assessing the creditworthiness
of counter-parties. Credit risks are generally managed on the basis of external credit grading of the counterparty. The
credit ratings of the counterparties with which the Fund places deposits are as set out below:

Counterparty External rating agency 2010 2009
Banque Saudi Fransi . Standard and Poor’s (short term) A-1 A-1
Saudi British Bank Standard and Poor’s (short term) A-1 A-1
Saudi Hollandi Bank Moody’s (short term) P-1 P-1
Gulf Investment Bank Standard and Poor’s (short term) A-2 A-2
Al-Rajhi Bank Standard and Poor’s (short term) A-1 A-1
Riyad Bank Standard and Poor’s (short term) A-1 A-2
5 HELD TO MATURITY INVESTMENTS
2010 2009
SR SR
Carrying Carrying
Counter party Marturity Face value value Facevalue value
SEC Sukuk 15 July 2012 45,000,000 45,052,634 45,000,000 45,086,817
Dar Al Arkan 16 July 2012 37,518,750 37,431,086 37,518,750 37,374,253
SABIC Sukuk 15 July 2011 35,500,000 35,514,168 35,500,000 35,540,552
SABIC Sukuk 15 July 2012 32,500,000 32,565,474 32,500,000 32,607,997
RAKIA Sukuk 05 December 2011 - - 18,750,000 18,603,087
Tabreed Sukuk 20 July 2011 15,000,000 14,987,892 15,000,000 14,965,904
ADIB Sukuk 12 December 2011 7,500,000 7,450,423 7,500,300 7,398,125
173,001,677 191,576,735
6 TRADING INCOME, NET
2010 2009
SR SR
Movement in unrealised gain - 273,436
Realised gain (loss} 97,897 (245,078)
97.897 28,358




Al Badr Murabaha Fund Saudi Riyal -
an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2010

7 TRANSACTIONS WITH RELATED PARTIES

The Fund pays a management fee to the Fund Manager calculated at 0.5% (2009: 0.5%) of the Fund’s net assets
accrued daily, Additionally, the Fund Manager also charges a subscription fee to the Unitholders up to 1% of the
gross subscriptions to cover administration costs. The subscription fee is directly paid to the Fund Manager by the
Unitholders. Expenses paid by the Fund Manager on behalf of the Fund are reimbursed from the Fund.

The Fund Manager is the custodian of the Fund’s investments.

The Fund Manager has, as at the year end, received SR 101,881 (2009: SR 1,589,988) in respect of subscriptions to
the Fund. The related units have not been allocated to the respective Unitholders.

The Unitholders’ account at 31 December included the fellowing:

2010 2009

Units Units
Units held by affiliates of the Company 5,611,456 5,411,263
Units held by the employees of the Company and its affiliates 87,926 96,214

5,699,382 5,507,477

8 COMMITMENTS
Derivative commitments
In hedging certain of its foreign currency commitments, the Fund has entered into forward exchange contracts in the

normal course of business. The analysis of derivative financial instruments and the related fair values together with the
notional amounts classified by the term to maturity is as follows:

Positive fair Negative Notional  Lessthan 1 1-3
vaiue Sairvalue  amount Total Year Years

2010 SR SR SR SR SR
Forward foreign exchange contracts 25,155 (2,538,278) 193,518,750 77,625,000 115,893,750
Total 25,155 (2,538278) 193,518,750 77,625,000 115,893,750
2009
Forward foreign exchange contracts 5,539 1,588,910 193,518,750 - 193,518,750
Total 5,539 1,588,210 193,518,750 - 193,518,750




Al Badr Murabaha Fund Saudi Riyal -
an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2010

9 RISK MANAGEMENT

Special commission rate risk

The Fund is subject to special commission rate risk on its special commission bearing assets, including murabaha
placements, bank balances, floating rate notes and held to maturity investments. The sensitivity of the income is the
effect of the assumed changes in special 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. According to the Fund
Manager, a hypothetical 10 basis points change in the weighted average commission rates of the floating rate
financial assets at 31 December 2010 would impact net income by approximately SR 173,253 (2009: SR 191,769)
annually in aggregate.

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 for its bank balance, investment portfolio and other receivables. The Fund Manager
seeks to limit its credit risk by monitoring credit exposures and setting limits for individual investments. The

geographical concentration of credit risk is detailed below.

The table below shows the maximum exposure to credit risk for the components of the balance sheet:

2010 2009
SR SR
Investments in the Kingdom of Saudi Arabia
Bank balance 25,686,468 12,536,653
Murabaha placements 942,889,598 1,184,230,291
Held to maturity investments 150,563,362 150,609,620
Accrued income 3,440,008 6,317,479
1,122,579,436 1,353,694,043

Investments in Other Countries
Held to maturity investments 22,438,315 40,967,115
Accrued income and other receivables 137,698 176,984

22,576,013 41,144,099
Total exposure to credit risk 1,145,155,449 1,394,838,142

Ligquidity risk

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

The Fund’s terms and conditions provide for the subscriptions and redemptions of units twice a week and it is,
therefore, exposed to the liquidity risk of meeting Unit holder redemptions. The Fund’s securities are considered to be
readily realisable (except held to maturity investments) as they are investments in murabaha placements, which may be
liquidated at any time. The Fund Manager monitors the liquidity requirements on a regular basis and ensures that
sufficient funds are available to meet any commitments as they arise.

-10-



Al Badr Murabaha Fund Saudi Riyal -
an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2010

9 RISK MANAGEMENT (continued)

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.

Any investments made in currencies other than Saudi riyal are hedged against the Saudi riyal in order to manage any
currency risk.

10 FAIR VALUES OF FINANCIAL INSTRUMENTS

Financial instruments comprise financial assets and financial liabilities. The Fund’s financial assets consist of bank
balances, Murabaha placements and held to maturity investments. There are no financial liabilities as of the 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.

The fair values of other financial instruments, which are otherwise carried at amortised cost, are set out below.

Amortised cost  Fair value Amortised cost  Fair value
2010 2010 2009 2009
SR SR SR SR
Held to maturity investments 22,438,315 19,044,683 22,364,029 20,336,153

For held to maturity investments carried at amortised cost amounting to SR 150,563,362 (2009: SR 169,212,706), the
fair value is not materially different from the amortised cost.

11 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.

12 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: 3]
December 2009). -

-11-
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