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INDEPENDENT AUDITOR’S REPORT

The Unit holders
Al Qasr GCC Real Estate and Construction Equity Trading Fund
Kingdom of Saudi Arabia

We have audited the accompanying financial statements of Al Qasr GCC Real Estate and
Construction Equity Trading Fund (the “Fund”) managed by CAAM Saudi Fransi (the “Fund
Manager”) which comprise the balance sheet as at 31 December 2010 and the related statements of
income, changes in net assets attributable to unitholders and cash flows for the year then ended and the
attached notes 1 through 15 which form an integral part of the financial statements.

Fund Manager’s responsibility for the financial statements

The Fund Manager is responsible for the preparation and fair presentation of these financial statements
in accordance with generally accepted accounting standards in the Kingdom of Saudi Arabia and for
such internal control as the Fund Manager determines is necessary to enable the preparation of these
financial statements that are free from material misstatement, whether due to fraud or error. The Fund
Manager has provided us with all the information and explanations that we require relating to our audit
of these financial statements.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with generally accepted auditing standards in the Kingdom of Saudi
Arabia. Those standards require that we comply with relevant ethical requirements and plan and
perform the audit to obtain reasonable assurance whether the financial statements are free of material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on our judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, we consider internal controls relevant to the entity’s preparation and
fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal controls. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the Fund Manager, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

KPMG Al Fozan & Al Sadhan, a partnership registered in Saudi Arabia and a
member firm of the KPMG network of independent member firms affiliated
with KPMG International Cooperative {("KPMG International "}, a Swiss entity.
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Opinion
In our opinion, the financial statements taken as a whole present fairly, in all material respects, the
financial position of the Fund as at 31 December 2010, and the results of its operations and its cash

flows for the year then ended in accordance with generally accepted accounting standards in the
Kingdom of Saudi Arabia appropriate to the circumstances of the Fund.

For KPMG Al Fozan & Al Sadhan
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AL QASR GCC REAL ESTATE AND CONSTRUCTION EQUITY TRADING FUND
(Managed By CAAM SAUDI FRANSI)

BALANCE SHEET
As at 31 December 2010
(Amounts in SAR)
L I 2010- - - --2009- - - -

ASSETS

Bank balances 1,036,880 7,447,157
Investments held for trading 6 34,113,818 33,022,839
Accounts receivable - 874,411
Total assets 35,150,698 41,344,407
LIABILITIES

Accrued expenses 233,949 221,803
Total liabilities 233,949 221,803
Net assets attributable to unit holders 34,916,749 41,122,604
Units in issue (numbers) 7 4,881,736 5,588,472
Net asset value - per unit 7.15 7.36

The accompanying notes 1 to 14 form an integral part of these financial statements.

The financial statements appearing from page 1 to 11 were approved by the Fund Manager (as
authorized by the unit holders as per the terms and conditions of the Fund) on 21 March 2011.



AL QASR GCC REAL ESTATE AND CONSTRUCTION EQUITY TRADING FUND

(Managed By CAAM SAUDI FRANSI)

STATEMENT OF INCOME
For the year ended 31 December 2010
(Amounts in SAR)

e ~Notes - 2010 2009 -
INCOME
Trading (loss)/ gain, net 10 (1,857,052) 4,696,706
Dividend income 1,699,245 1,126,374
Exchange loss (114,813) (160,915)

(272,620) 5,662,165
EXPENSES
Management fee 9 663,344 720,672
Custodian fee 9 87,059 74,797
Other expenses 92,612 130,450

843,015 025,919

Net (loss)/ income for the year (1,115,635) 4,736,246

The accompanying notes 1 to 14 form an integral part of these financial statements.

The financial statements appearing from page 1 to 11 were approved by the Fund Manager (as
authorized by the unit holders as per the terms and conditions of the Fund) on 21 March 2011.



AL QASR GCC REAL ESTATE AND CONSTRUCTION EQUITY TRADING FUND

(Managed By CAAM SAUDI FRANSI)

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO UNIT HOLDERS

For the year ended 31 December 2010
(Amounts in SAR)

UNIT HOLDERS’ FUND AT BEGINNING OF THE YEAR
Net (loss) / income for the year

Changes from unit transactions

Proceeds from issuance of units
Payments against redemption of units

Net change from unit transactions

UNIT HOLDERS’ FUND AT END OF THE YEAR

~20100 2009
41,122,604 40,765,607
(1,115,635) 4,736,246
778,763 1,289,022
(5,868,983)| | (5.668,271)
(5,090,220)  (4,379,249)
34,916,749 41,122,604

The accompanying notes 1 to 14 form an integral part of these financial statements.

The financial statements appearing from page 1 to 11 were approved by the Fund Manager (as
authorized by the unit holders as per the terms and conditions of the Fund) Management on 21 March

2011.




AL QASR GCC REAL ESTATE AND CONSTRUCTION EQUITY TRADING FUND
(Managed By CAAM SAUDI FRANSI)
STATEMENT OF CASH FLOWS
For the year ended 31 December 2010

(Amounts in SAR)

S - 2010 - - - 2009 -
CASH FLOWS FROM OPERATING ACTIVITIES
Net (loss)/ income for the year (1,115,635) 4,736,246
Adjustment to reconcile net (loss)/ income to net cash (used
in)/ generated from operating activities:
Unrealized gain on investments held for trading (11,193,812) (1,408,016)

(12,309,447) 3,328,230
Changes in operating assets and liabilities:
Investments held for trading 10,102,833 2,315,492
Other receivables 874,411 (874,411)
Accrued expenses 12,146 (236,876)
Net cash (used in)/ generated from operating activities (1,320,057) 4,532,435
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of units 778,763 1,289,022
Payment against redemption of units (5,868,983) (5,668,271)
Net cash used in financing activities (5,090,220) (4,379,249)
Net (decrease)/ increase in cash and cash equivalents (6,410,277) 153,186
Cash and cash equivalents at beginning of the year 747,157 7,293,971
Cash and cash equivalents at end of the year 1,036,880 7,447,157

The accompanying notes 1 to 14 form an integral part of these financial statements.

The financial statements appearing from page 1 to 11 were approved by the Fund Manager (as
authorized by the unit holders as per the terms and conditions of the Fund) on 21 March 2011.



4.1

AL QASR GCC REAL ESTATE AND CONSTRUCTION EQUITY TRADING FUND
(Managed By CAAM SAUDI FRANSI)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

THE FUND AND ITS ACTIVITIES

Al Qasr GCC Real Estate and Construction Equity Trading Fund ("the Fund™) was established
by Banque Saudi Fransi ("the Bank") and licensed by the Saudi Arabian Monetary Agency

("SAMA™") on 26 Zul-Queda 1426 (28 December 2005). The Fund started its operations on 16
April 2007.

The Fund is an income accumulation fund whereby net income is re-invested in the Fund and
reflected in the net asset value. Units of the Fund are made available for purchase only in the
Kingdom of Saudi Arabia by natural and corporate persons.

The objective of the Fund is to provide medium to long-term capital growth primarily by
investing in publicly listed Shariah compliant companies that drive a majority of their
revenues, directly or indirectly from the real estate and construction sectors in the GCC
including the Kingdom of Saudi Arabia, UAE, Kuwait, Qatar, Oman and the Kingdom of
Bahrain. The Fund may also invest up to 20% of its total investment in real estate and
construction sectors in other Arab countries in the Middle East and North Africa in Shar'iah

compliant assets in accordance with the Shar'iah guidelines issued by the Shar'iah Board of the
Fund.

The management of the Fund is the responsibility of the Fund Manager. However, in
accordance with the Fund's Terms and Conditions, the Fund Manager can delegate or assign its
duties to another financial institution. Accordingly, pursuant to an agreement, dated 15 July
2008, EFG Hermes UAE Limited acts as fund manager and HSBC Middle East Bank Limited
as the sub-custodian of the Fund.

REGULATORY AUTHORITY

The Yund is governed by the Investment Fund Regulations (the “Regulations™) published by
Capital Market Authority (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 the Fund have been updated and approved by the CMA on 8 Safar
1430H (corresponding to 3 February 2009).

SUBSCRIPTTION AND REDEMPTION OF UNITS

The Fund is open for subscriptions/ redemptions with cut-off on Saturday and Monday. The net
asset value of the Fund’s portfolio is determined, on Monday and Wednesday (each a
“Valuation Day”). The net asset value of the Fund for the purpose of subscription/ redemption
of units is determined by dividing the net asset value of the Fund (fair value of the Fund’s
assets minus the Fund’s liabilities}) by the total number of the Fund’s units available for
redemption on the relevant valuation day.

BASIS OF PREPARATION

Statement of compliance

These financial statements have been presented in accordance with the requirements of
accounting standard on financial reporting issued by the Saudi Organization of Certified Public
Accountants (SOCPA) and the terms and conditions stipulated in the prospectus of the Fund.
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AL QASR GCC REAL ESTATE AND CONSTRUCTION EQUITY TRADING FUND
{(Managed By CAAM SAUDI FRANSI)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

BASIS OF PREPARATION (Continued)

Basis of measurement

These financial statements have been prepared under the historical cost convention, except for
the measurement of held for trading investments which are recorded at fair value, using the
accrual basis of accounting and the going concern concept.

Functional and presentation currency

These financial statements have been presented in Saudi Arabian Riyals (SAR), which is also
the functional currency of the Fund. All financial information presented has been rounded to
the nearest SAR.

Use of estimates and judgment

In the ordinary course of business, the preparation of financial statements requires management
to make judgments, estimates and assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and expense. Actual results may differ from these
estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the year in which the estimates are revised on
prospective basis.

SIGNIFICANT ACCOUNTING POLICITES

The significant accounting policies used in the preparation of these financial statements are
consistent with those used and disclosed in the previous year and are set below:

Investments held for trading

Investment purchased for trading are initially recognized at cost and remeasured at their market
values. The unrealized gains and losses from revaluation of investments and realized gains and
losses from disposal of investments are recognized in the statement of income. Investments
transactions are accounted for as of the trade date.

Provisions

A provision is recognized if, as a result of past events, the Fund has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefit will be required to settle the obligation.

Revenue recognition

Realized gains and losses on investments held for trading at disposal are determined on moving
average cost basis. Trading gains or losses also include unrealised gains and losses arising from

changes in fair value of investments held for trading.

Dividend income is recognized when right to receive dividend is established.
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AL QASR GCC REAL ESTATE AND CONSTRUCTION EQUITY TRADING FUND
(Managed By CAAM SAUDI FRANSI)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010
(Amounts in SAR)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Management fee and other expenses

Management fee is payable at agreed rates with the Fund Manager. Management fee is calculated
on each valuation date at an annual percentage of the Fund’s net asset value. These expenses are
charged to the statement of income.

Other expenses are recognized based on the accrual method.
Zakat and Tax

Zakat/ tax is the obligation of the unit holders, and accordingly these are not provided for in
these financial statements.

Foreign Currency Transactions

Transactions denominated in foreign currencies are translated to the functional currency of the
fund at the exchange rates prevailing at the date of the transaction. Monetary assets and
liabilities denominated in foreign currency at the balance sheet date are translated to the
functional currency of the Fund at the foreign exchange rate prevailing at that date. Exchange
differences arising on translation are recognized in the statement of income.

Cash and cash equivalents
Cash and cash equivalents for the purpose of cash flows represent bank balances.
Subscription and redemption of units

Units subscribed and redeemed are recorded at the net asset value (NAV) per unit on the valuation
day for which the subscription request and redemption applications are received.

Net asset value

Net asset value per unit disclosed in the balance sheet is calculated by dividing the net assets of
the Fund by the number of units in issue at the year-end.

INVESTMENTS HELD FOR TRADING

The fund invests primarily in listed equity securities of international and Saudi companies. The
geographical breakdown of investments is summarized as follows:

Market % of
Description by geographical segment Cost value value
31 December 2010
Quoted shares:
Kingdom of Saudi Arabia 25,630,923 24,558,503 71.99
United Arab Emirates 7,132,605 3,065,560 8.99
Qatar 3,226,884 3,528,425 10.34
Oman 1,432,469 1,528,370 4.48
Morocco 1,511,670 1,432,960 4.20
Total investments 38,934,551 34113,818 100.00




AL QASR GCC REAL ESTATE AND CONSTRUCTION EQUITY TRADING FUND
(Managed By CAAM SAUDI FRANSI)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

(Amounts in SAR)

“HELD FOR TRADING INVESTMENTS (Continued) 7~

31 December 2009
Market % of
Quoted shares: Cost value value
Kingdom of Sandi Arabia 30,707,257 21,006,602 63.61
United Arab Emirates 7,537,885 4,818,034 14.59
Qatar 5,668,903 3,065,399 9.28
Kuwait 2,225,551 2,096,898 6.35
Kingdom of Bahrain 523,152 156,073 0.48
Oman 2,888,685 1,879,783 5.69
Total investments 49,551,433 33,022,839 100.00
UNIT TRANSACTIONS
Transactions in units for the year are summarized as follows:
2010 009
(In numbers)

Units at beginning of the year 5,588,472 6,214,713
Units issued 108,281 184,779
Units redeemed (815,017) (811,020)
Net change in units (706,736) (626,241)
Units at end of the year 4,881,736 5,588,472

TRANSACTIONS WITH RELATED PARTIES

CAAM Saudi Fransi (the Fund Manager), EFG Hermes Financial Management, UAE (the Sub-
Fund Manager) and Banque Saudi Fransi (the shareholder of the Fund Manager) are related
parties.

In the ordinary course of its activities, the Fund transacts business with related parties. The
related party transactions are governed by limits set by the regulations issued by CMA. All the
related party transactions are approved by the Fund Manager.

Related party transactions for the year ended 31 December and balances resulting from such
transactions are as follows:

Name of related Nature of Amount of transaction Closing balance -
party transaction during the vear payable

2010 009 010 2009
CAAM Saudi

. Management fee 663,344 720,672 146,067 61,766
Fransi

The units in issue at 31 December 2010 include units held by employees of the Bank and its
affiliates: 75,545 units (2009: 72,963 units).
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AL QASR GCC REAL ESTATE AND CONSTRUCTION EQUITY TRADING FUND
(Managed By CAAM SAUDI FRANSI)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010
(Amounts in SAR)

MANAGEMENT FEE, CUSTODIAN FEE AND OTHER CHARGES

The Fund pays a management fee calculated at an annual rate of 1.75% of the net asset value.
This is accrued daily and paid on monthly basis. Subscription fee up to 3% of the invested
amount is paid to the Fund Manager by deduction from the gross subscription.

Additionally, the Fund Manager charges custodian fee to the Fund at the agreed rate of the
Fund’s net asset value.

TRADING (LOSS) / GAIN, NET

2010 009
Realised (loss)/ gain on disposal of investments (13,050,865) 3,288,690
Unrealised gain on revaluation of investments 11,193,812 1,408,016

(1,857,052) 4,696,706

RISK MANAGEMENT POLICIES

The Fund manages its investment portfolio and other assets by monitoring return on net assets
and makes adjustments to it in the light of changes in markets’ conditions. The capital structure
depends on the issuance and redemption of units.

Asset allocation is determined by the Sub Fund Manager considering the guidelines provided
by the Fund Manager with a view for achieving the investment objectives. Diversification from
target allocation and the composition of the portfolio is monitored by the Fund Manager.

The Fund maintains positions in different financial instruments in accordance with its
investment policy. All investments are classified as “held for trading” investments. The Fund is
exposed to credit risk, equity price risk, liquidity risk and currency risk.

Credit risk

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

The Fund is exposed to credit risk on its investment portfolio, balances with banks and
accounts receivable. The Fund Manager provides guidelines to EFG Hermes Financial
Management (being the Sub Fund Manager) to limit the credit risk by dealing with credit
worthy counterparties, monitoring credit exposures and setting limits for individual
investments. The Fund Manager closely monitors the controls established by the Sub Fund
Manager to manage credit risk. Bank balances are kept with banks having good credit ratings.
The Fund Manager has not identified any significant concentration of credit risk arising from
investments,
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AL QASR GCC REAL ESTATE AND CONSTRUCTION EQUITY TRADING FUND
(Managed By CAAM SAUDI FRANSTI)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

RISK MANAGEMENT POLICIES (Continued)
Equity price risk

Equity price risk is the risk that the face value of equities decreases as a result of changes in the
levels of Saudi and international equity indices. The fund’s investments are susceptible to
market price risk arising from uncertainties in respect of future prices.

The Fund Manager provides guidelines to the Sub Fund Manager to manage this risk through
diversification of its investment portfolio in terms of geographical distribution and industry
concentration. The Fund Manager closely monitors the controls established by the Sub Fund
Manager to manage its equity price risk.

Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in arranging funds to meet
comumitments associated with financial instruments.

The Fund’s terms and conditions provide for the redemptions of units on every dealing day.
Hence, exposed to the liquidity risk of meeting redemption requests. The Fund’s securities are
considered to be readily realisable as these investments are made in quoted equities and can easily
be liquidated in short span of time. However, the Fund Manager has established certain liquidity
guidelines for the Fund to ensure 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 is subject to currency risks arising from its investments in
international quoted equities as indicated in note 6 to the financial statements. The Funds Major
investments are in countries which are pegged with US Dollar except for Morocco.

The Fund Manager provides guidelines to Sub Fund Manager to invest in countries where
change in foreign currency may not have significant effect to the financial statements. Other

transactions in foreign currencies are not significant.

FAIR VALUES OF FINANCIAL INSTRUMENTS

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. Financial instruments comprise of
financial assets and financial liabilities.

The Fund’s financial assets comprise of bank balances and held for trading investments and its
financial liabilities comprise of certain other liabilities.

Investments are carried at fair values and with respect to other financial assets and liabilities;

management believes that fair values of these financial instruments are not materially different
from their carrying values.

LAST VALUATION DATE
In accordance with terms and conditions of the Fund the last valuation date of the year 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).

10



AL QASR GCC REAL ESTATE AND CONSTRUCTION EQUITY TRADING FUND
{(Managed By CAAM SAUDI FRANSI)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2010

14. SUBSEQUENT EVENT

On 30 January 2011, CMA approved CAAM Saudi Fransi, the Fund Manager, to merge with
Fransi Tadawul Company, both wholly owned by the Bank. The CMA also approved the
change of the name of Fransi Tadawul Company to Saudi Fransi Capital.

11
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