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BALANCE SHEET
As at 31 December 2017

Note
2017
SR

2016
SR

ASSETS
Bank balance 8,599,301 17,501,290
Trading investments 4 44,252,923 37,084,123
Receivables and advances 15,000 -

───────── ─────────
TOTAL ASSETS 52,867,224 54,585,413

───────── ─────────
LIABILITY
Accrued expenses 2,824 72,156

───────── ─────────
NET ASSETS 52,864,400 54,513,257

═════════ ═════════

Units in issue 7,757,439 8,013,673
═════════ ═════════

Per unit value 6.8147 6.8025
═════════ ═════════
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STATEMENT OF OPERATIONS
Year ended 31 December 2017

Notes
2017
SR

2016
SR

INVESTMENT INCOME
Trading income, net 5 1,148,681 136,702
Special commission income 10 49

───────── ─────────
1,148,691 136,751

───────── ─────────
EXPENSES
Management fees 7 (1,013,265) (1,055,612)
Other expenses 6,7 (110,824) (150,394)

───────── ─────────
(1,124,089) (1,206,006)
───────── ─────────

NET INCOME (LOSS) FOR THE YEAR 24,602 (1,069,255)
═════════ ═════════
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STATEMENT OF CASH FLOWS
Year ended 31 December 2017

2017
SR

2016
SR

OPERATING ACTIVITIES
Net income (loss) for the year 24,602 (1,069,255)

Adjustment for:
Unrealised losses (gains) on trading investments 1,100,767 (15,407,334)

───────── ─────────
1,125,369 (16,476,589)

Changes in operating asset and liability:
Trading investments (8,269,567) 31,255,645
Receivables and advances (15,000) 670,212
Accrued expenses (69,332) 72,156

───────── ─────────
Net cash (used in) from operating activities (7,228,530) 15,521,424

───────── ─────────

FINANCING ACTIVITIES
Proceeds from units sold 1,000,000 1,546,600
Value of units redeemed (2,673,459) (8,663,676)

───────── ─────────
Net cash used in financing activities (1,673,459) (7,117,076)

───────── ─────────
(DECREASE) INCREASE IN BANK BALANCE (8,901,989) 8,404,348

Bank balance at the beginning of the year 17,501,290 9,096,942
───────── ─────────

BANK BALANCE AT THE END OF THE YEAR 8,599,301 17,501,290
═════════ ═════════
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STATEMENT OF CHANGES IN NET ASSETS
Year ended 31 December 2017

2017
SR

2016
SR

NET ASSET VALUE AT THE BEGINNING OF THE YEAR 54,513,257 62,699,588
───────── ─────────

CHANGES FROM OPERATIONS
Net income (loss) for the year 24,602 (1,069,255)

───────── ─────────
CHANGES FROM UNIT TRANSACTIONS
Proceeds from units sold 1,000,000 1,546,600
Value of units redeemed (2,673,459) (8,663,676)

───────── ─────────
Net change from unit transactions (1,673,459) (7,117,076)

───────── ─────────
NET ASSET VALUE AT THE END OF THE YEAR 52,864,400 54,513,257

═════════ ═════════

UNIT TRANSACTIONS

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

2017 2016
Units Units

UNITS AT THE BEGINNING OF THE YEAR 8,013,673 9,150,706
───────── ─────────

Units sold 146,998 233,503
Units redeemed (403,232) (1,370,536)

───────── ─────────
Net decrease in units (256,234) (1,137,033)

───────── ─────────
UNITS AT THE END OF THE YEAR 7,757,439 8,013,673

═════════ ═════════
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1 GENERAL

Saudi Equity Fund (the “Fund”) is an open ended fund created by an agreement between Alawwal Invest Company (the
“Fund Manager”), a subsidiary of Alawwal Bank (the “Bank”) and investors in the Fund (the “Unitholders”)

Saudi Equity Fund

Commencement Date 30 November 2005
Latest Governing T&C Date 31 December 2017
Category Conventional
Objective Long-term capital appreciation

Allowed Investment Channels

Saudi equity market
Times deposits

Money market funds

The books and records of the Fund are maintained in Saudi Riyals (SR).

2 REGULATING AUTHORITY

The Fund is governed by the Investment Fund Regulations (the “Regulations”) detailing requirements for all
investments funds operating within the Kingdom of Saudi Arabia and published by the Capital Market Authority (the
“CMA”) on 3 Dhul Hijja 1427H (corresponding to 24 December 2006). The Regulations were further amended on
16  Sha’aban 1437H (corresponding to 23 May 2016) (the “Amended Regulations”). The Fund Manager believes that
the Amended Regulations was effective since 6 Safar 1438H (corresponding to 06 November 2016).

3 SIGNIFICANT ACCOUNTING POLICIES

New accounting framework
According to the transition plan to International Accounting Standards approved by the board of Saudi Organization
for Certified Public Accountants (SOCPA), effective 1 January 2018, the Fund’s financial statements will be prepared
in accordance with International Financial Reporting Standards (“IFRS”) that are endorsed in the Kingdom of Saudi
Arabia, and other standards and pronouncements that are issued by SOCPA. Upon IFRS adoption, the Fund will be
required to comply with the requirements of IFRS 1 - First-time Adoption of International Financial Reporting
Standards which require the Fund to analyze the impacts and incorporate certain adjustments on the comparative
figures and its opening balances.

These financial statements have been prepared in accordance with the accounting standard 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.

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

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

Zakat and income tax
Zakat and income tax are considered to be the obligation of the Unitholders and are not provided for in these financial
statements.
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3 SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition
Dividend income is recorded when the right to receive dividends are established. Special commission income is
recognised on an effective yield basis. Realised gains and losses on investments sold are determined on an average cost
basis.

Trading income includes all gains and losses from changes in fair value and related dividends from trading investments.

Expenses
Expenses are recognised based on the accrual method.

Foreign currencies
Transactions in foreign currencies are translated into Saudi Riyals at the rates of exchange ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated at
the rates of exchange ruling at that date. Resulting exchange gains and losses are taken to the statement of operations.

4 TRADING INVESTMENTS

Investments held for trading comprise equity shares listed on the Saudi Arabian stock exchange (Tadawul) and comprise
the following sectoral exposures as at 31 December:

2017 2016

Sectors Cost
SR

Market value
SR

Cost
SR

Market value
SR

Banks 19,324,555 16,863,302 15,106,392 11,277,248
Materials 12,134,301 9,678,747 10,487,041 8,823,284
Energy 4,437,641 4,155,360 1,114,434 1,301,100
Transportation 2,334,888 2,136,900 963,455 1,042,300
Telecommunication services 2,407,306 2,108,485 1,966,509 2,014,811
Commercial & Professional Svc 2,078,276 1,776,873 1,298,988 1,253,030
Food & Beverages 1,577,754 1,619,090 2,302,203 2,467,227
Consumer Services 1,658,740 1,465,960 1,306,761 1,512,773
Health Care Equipment & Svc 1,433,320 1,442,180 1,320,595 1,621,192
Food & Staples Retailing 905,818 643,843 905,818 876,670
Consumer Durables & Apparel 786,409 527,903 4,005,725 2,858,290
Insurance 761,976 704,360 - -
Real Estate Mgmt & Dev't 745,519 786,400 717,736 864,160
Retailing 389,985 343,520 1,271,539 1,172,038

───────── ───────── ───────── ─────────
Total 50,976,488 44,252,923 42,767,196 37,084,123

═════════ ═════════ ═════════ ═════════

5 TRADING INCOME, NET

2017
SR

2016
SR

Dividend income 1,458,088 1,587,858
Realised gains (losses) 791,360 (16,858,490)
Unrealised (losses) gains (1,100,767) 15,407,334

───────── ─────────
Total 1,148,681 136,702

═════════ ═════════
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6 OTHER EXPENSES

2017
SR

2016
SR

Brokerage 50,363 86,957
Audit fees 30,000 30,000
Standard & Poor’s benchmark creation fees 12,750 15,000
CMA monitoring fees 7,500 7,500
Board member fees 5,211 5,937
Tadawul fees 5,000 5,000

───────── ─────────
Total 110,824 150,394

═════════ ═════════

7 TRANSACTIONS WITH RELATED PARTIES

The Fund is managed and administered by the Fund Manager. For these services the Fund pays a management fee
calculated on every valuation day at an annual rate of 1.95% of the Fund’s daily net assets. In addition the Fund
Manager charges a subscription fee of 1.5% on gross subscriptions to cover administration costs and a redemption
fee of 0.5% on redemptions within a month of subscribing, which is reinvested in the Fund.

Other expenses paid by the Fund Manager on behalf of the Fund are charged to the Fund.

The Bank acts as the Fund’s banker and the Fund Manager acts as the custodian to the Fund’s investment.

All related party balances and transactions are disclosed in the financial statements and related note disclosures.

The Unitholders’ account at 31 December included units held as follows:

2017 2016
Units Units

Held by the Bank 2,000,000 2,000,000
Held by other Funds managed by the Fund Manager 357,828 210,830
Held by employees of the Bank 39,927 50,194

───────── ─────────
Total 2,397,755 2,261,024

═════════ ═════════

8 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 on its bank balance. The Fund Manager seeks to limit its credit risk by monitoring
credit exposure and by dealing with reputed counterparties.

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

2017 2016
SR SR

Bank balance 8,599,301 17,501,290
───────── ─────────

Total exposure to credit risk 8,599,301 17,501,290
═════════ ═════════
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8 RISK MANAGEMENT (continued)

Equity price risk
Equity price risk is the risk that the value of financial instruments will fluctuate because of changes in market prices.

The Fund’s investments are susceptible to market price risk arising from uncertainties about future prices. The Fund
Manager manages this risk through diversification of its investment portfolio in terms of industry concentration.

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 on daily basis and it is,
therefore, exposed to the liquidity risk of meeting the Unitholder redemptions. However the fund is allowed to borrow
in order to satisfy redemptions. The Fund’s securities are considered to be readily realisable as they are all listed on
the Saudi Arabian stock market. The Fund Manager monitors the liquidity requirements on a regular basis and seeks
to ensure 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 are denominated in its functional currency, the Fund is not subject to currency risk.

9 FAIR VALUES OF FINANCIAL INSTRUMENTS

Financial instruments comprise financial assets and financial liabilities. The Fund’s financial assets consist of bank
balance and investments. The Fund’s financial liability consist of accrued expenses.

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.

Trading investments are carried at fair value. As per the Fund Manager’s estimate, the fair value of other financial
instruments approximates the carrying value on account of the short term nature of these assets.

10 LAST VALUATION DAY

The last valuation day of the year was 31 December 2017 (2016: 31 December 2016).


