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

Audit Scope

We have audited the accompanying balance sheet of Al Saffa Saudi Equity Trading Fund (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 responsibifity 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
Registration No. 354

Riyadh: 2 Rabi Al Thani 1432H
(7 March 2011)
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Al Saffa Saudi Equity Trading Fund -
an Investment Fund managed by Caam Saudi Fransi

BALANCE SHEET
As at 31 December 2010

2010 2009
Note SR SR
ASSETS
Bank balance 1,863,247 25,832,332
Trading investments 4 304,194,018 316,799,579
306,057,265 342,631,911
LIABILITIES
Accrued expenses 68,443 67,933
68,443 67,933
NET ASSETS 305,988,822 342,563,978
Units in issue 48,042,975 62,450,051
Per unit value 6.3691 54854

The accompanying notes 1 to 10 form part of these financial statements.
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Al Saffa Saudi Equity Trading Fund -
an Investment Fund managed by Caam Saudi Fransi

STATEMENT OF OPERATIONS
Year ended 31 December 2010

2010
Notes SR
INVESTMENT INCOME
Trading income, net 5 47,431,916
Dividend income 11,713,887
59,145.803
EXPENSES
Management fees 6 (5,580,223)
Others (68,445)
(5,648,668)
NET INCOME FROM OPERATIONS 53,497,135

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

2009
SR

77,359,174
9,807,447

87,166,621

(5,443,226)
(67,933)

(5,511,159)

81,655,462

[—————
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Al Saffa Saudi Equity Trading 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 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
SR

53,497,135
(53,101,976)
65,707,537
510
66,103,206
29,422,355
(119,494,646)
(90,072,291)
(23,969,085)
25,832,332

1,863,247

11,713,887

2009
SR

81,655,462
(214,271,371)
155,351,520
35,933
22,771,544
13,760,055
(22,027,406)
(8,267,351)
14,504,193

11,328,139

25,832,332

9,807,447
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Al Saffa Saudi Equity Trading Fund -
an Investment Fund managed by Caam Saudi Fransi

STATEMENT OF CHANGES IN NET ASSETS
Year ended 31 December 2010

2010
5R

NET ASSET VALUE AT THE BEGINNING OF THE YEAR 342,563,978
CHANGE FROM OPERATIONS
Net income from operations 53,497,135
CHANGES FROM UNIT TRANSACTIONS*
Proceeds from units sold 29,422,355
Value of units redeemed (119,494,646)
Net change from unit transactions (90,072,291)
NET ASSET VALUE AT THE END OF THE YEAR

305,988,822

2009
SR

269,175,867

81,655,462

13,760,055

(22,027,406)

(8,267,351}

342,563,978

* 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:

2010

Units
UNITS AT THE BEGINNING OF THE YEAR 62,450,051
Units sold 4,918,042
Units redeemed (19,325,118)
Net decrease in units (14,407,076)
UNITS AT THE END OF THE YEAR 48,042,975

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

2009
Units

64,208,513
2,625,590
(4,384,052)

(1,758,462)

62,450,051
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Al Saffa Saudi Bquity Trading Fund -
an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS
31 December 2010

1 GENERAL

Al Saffa Saudi Equity Trading Fund (the Fund) is an open ended Saudi Riyal denominated investment fund,
established pursuant to an agreement (the Agreement) between Caam Saudi Fransi (the Fund Manager} and
mvestors (Unit holders).

The investment objective of the Fund is to generate capital growth over the medium to long run, by investing in
listed companies in the Saudi Arabian market. The Fund will only invest in companies that fulfill the Shar’iah
Board criteria that are set out in the funds Terms and Conditions. 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 Saffa Saudi Equity Trading 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 statements 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 mvestments.
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.

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

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

Zakat and income tax
7Zakat and income tax is the obligation of the Unitholders and is not provided for in the accompanying financial

statements.

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.




Al Saffa Saudi Equity Trading Fund -
an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2010

4 TRADING INVESTMENTS

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 110,035,042 121,965,833 138,280,894 132,255,963
Banks & Financial Services 78,514,636 71,062,880 100,334,720 80,271,183
Telecommunication 36,573,120 36,927,520 40,176,411 31,308,612
Cement 25,850,162 20,486,449 37,793,502 25,044,141
Agriculture and Food Industries 16,164,240 20,246,979 20,174,351 21,074,123
Building and Construction 8,892,169 10,214,083 19,599,521 17,684,340
Energy and Utilities 7,351,731 7,506,915 - -
Industrial Investment 5,393,012 5,813,883 4,587,459 4,526,087
Real Estate Development 6,685,760 5,278,000 3,432,967 3,015,130
Retail 5,052,154 4,691,476 - -
Multi Investment - - 1,839,738 1,620,000
Total 300,512,026 304,194,018 366,219,563 316,799,579
5 TRADING INCOME, NET
2010 2009
SR SR

Realised loss (5,670,060) (136,912,197)
Movement in unrealised gain 53,101,976 214,271,371

47,431,916 77,359,174
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 the Fund Manager.

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

The Fund Manager has, as at the year end, received SR 19,895 in respect of subscriptions to the Fund. The related umits
have not been allocated to the respective unit holders.




Al Saffa Saudi Equity Trading 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 Urits
Units held by the employees of the Company and its affiliates 232,855 459,098
Units held by affiliates of the Company 1,342,462 849,227
Units held by other funds managed by the Company 647,968 654,202
2,223,285 1,962,528

7 RISK MANAGEMENT

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 its bank balance of SR 1,863,247
(2009: SR 25,832,332).

Equity price risk

Equity price risk is the risk that the fair value of equities may decrease as a result of changes in the levels of equity
indices and the value of individual equities. The effect on the statement of operations (as a result of a change in fair
value of equity instruments held in the trading portfolio) due 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% 3,072,748 1% 3,503,404
5% 15,363,739 5% 17,517,022
10% 30,727,479 10% 35,034,044

Liquidity 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 three titnes per week and and it is,
therefore, exposed to the liquidity risk of meeting Unit holders’ redemptions. The Fund’s investments 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 requirements on a regular basis and ensures that sufficient funds are available to meet any

commitments as they arise.




Al Saffa Saudi Equity Trading Fund -
an Investment Fund managed by Caam Saudi Fransi

NOTES TO THE FINANCIAL STATEMENTS (continued)
31 December 2010

7 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 Riya} as its functional currency.

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

8 FAIR VALUES OF FINANCIAL INSTRUMENTS

Financial instruments comprise financial assets and financial liabilities. The Fund’s financial assets consist of bank balance
and trading 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.

Equity investments are carried at their fair value. The fair value of other financial instruments is not significantly
different from their carrying value.

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 hias been obtained from the Capital Market Authority o change the name of Frausi Tadawwui Company 1o 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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