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INDEPENDENT AUDITORS’ REPORT

To the Unitholders

AlWatani Sukuk Fund

{An Open-Ended Mutual Fund)
Riyadh, Kingdom of Saudi Arabia

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Alwatani Sukuk Fund (the "Fund"), managed by Watani Wealth
Management (“the Fund Manager”), which comprise the statement of financial position as at 31 December
2025, and the statement of comprehensive income, statement of changes in net assets attributable to the
Unitholders and statement of cash flows for the period from 17 June 2025 to 31 December 2025, and notes
to the financial statements, including material accounting policy information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Fund as at 31 December 2025, and its financial performance and its cash flows for the period
from 17 June 2025 to 31 December 2025, in accordance with International Financial Reporting Standards
(“IFRSs”) as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by the
Saudi Organization for Chartered and Professional Accountants (“SOCPA”).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”} as endorsed in the
Kingdom of Saudi Arabia. Our responsibilities under those standards are further described in the Auditors'
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of the
Fund in accordance with the International Code of Ethics for Professional Accountants (including International
Independence Standards) as endorsed in the Kingdom of Saudi Arabia (the "Code"), as applicable to audits of
financial statements of public interest entities, and we have fulfilled our other ethical responsibilities in
accordance with requirements of the code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Other Information

The Other information consists of the information included in the Fund’s 2025 Annual Report, other than the
financial statements and our auditor’s report thereon. The Fund Manager is responsible for the other
information in its annual report. The Annual Report is expected to be made available to us after the date of
this auditor's report.

Our opinion on the financial statements does not cover the other information and we will not express any
form of assurance conclusion thereon.
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Independent Auditor’s Report
To the Unitholders
AlWatani Sukuk Fund (continued)

Other Information (continued)

In connection with our audit of the financial statement, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements, or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

When we read the other information, when made available to us, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to those charged with governance.

Responsibilities of Fund Manager and Those Charged with Governance for the Financial Statements

Fund Manager is responsible for the preparation and fair presentation of the financial statements, in
accordance with IFRSs as endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements
endorsed by the SOCPA, the applicable provisions of the Investment Funds Regulations issued by the Capital
Market Authority (“CMA”), and the Fund’s Terms and Conditions, and for such internal control as the Fund
Manager determines is necessary to enable the preparation of financial statements that are free from material
misstatements, whether due to fraud or error.

In preparing the financial statements, the Fund Manager is responsible for assessing the Fund's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the Fund Manager either intends to liquidate the Fund or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance i.e the Fund’s Board of Directors, is responsible for overseeing the Fund's
financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs as endorsed in the Kingdom of Saudi Arabia, will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with ISAs as endorsed in the Kingdom of Saudi Arabia, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

e ldentify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resuiting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.



= " Deloitte and Touche & Co.
DEIOItteu ’ Chartered Accountants

Independent Auditor’s Report
To the Unitholders
AlWatani Sukuk Fund (continued)

Auditor's Responsibilities for the Audit of the Financial Statements {continued)

e Obtain an understanding of the internal controls relevant to the audit 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 Fund'’s internal controls.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by Fund Manager.

¢ Conclude on the appropriateness of Fund Manager’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Fund's ability to continue as a going concern. If we
conclude that a material uncertainty exists, then we are required to draw attention in our auditors' report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors' report.
However, future events or conditions may cause the Fund to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

Deloitte and Touche & Co.
Chartered Accountants

Abdul Rahman Al Suwayegh
Certified Public Accountant
License number 461

(11 Shawwal 1447H)
(30 March 2026)



AL-WATANI SUKUK FUND

(AN OPEN-ENDED MUTUAL FUND)
MANAGED BY

WATANI WEALTH MANAGEMENT
STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2025

(AMOUNT IN USD ‘000)

ASSETS

Cash and bank balances

Investments measured at fair value through profit or loss (FVPL)
Accrued special commission income

Total assets

LIABILITIES

Other payables

Total liabilities

Net assets (equity) attributable to the unitholders

Units in issue (number in thousands)

Net assets (equity) per unit (USD)

Note

As at
31 December
2025

10

9,342
20,940
277

30,559

4,033

4,033

26,526

2,578

10.29

The accompanying notes 1 to 19 form an integral part of these financial statements.

-4-



AL-WATANI SUKUK FUND

(AN OPEN-ENDED MUTUAL FUND)

MANAGED BY

WATANI WEALTH MANAGEMENT

STATEMENT OF COMPREHENSIVE INCOME

FOR THE PERIOD FROM 17 JUNE 2025 TO 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

For the period

from 17 June

2025 to 31

Note December 2025

INCOME

Special Commission income

Realized gain from investments measured at FVTPL
Unrealized gain / (loss) from investments measured at FVTPL
Total income

EXPENSES

Fund management fees
Other expenses

Total expenses
Net income for the period
Other comprehensive income for the period

Total comprehensive income for the period

277
17
44

338

12 (40)
11 (66)

(106)

232

232

The accompanying notes 1 to 19 form an integral part of these financial statements.
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AL-WATANI SUKUK FUND

(AN OPEN-ENDED MUTUAL FUND)
MANAGED BY

WATANI WEALTH MANAGEMENT

STATEMENT OF CHANGES IN NET ASSETS (EQUITY) ATTRIBUTABLE TO THE UNITHOLDERS

AS AT 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

Net assets (equity) attributable to the Unitholders at the beginning of the period
Total Comprehensive income for the period

Increase in equity from unit transactions during the period

Proceeds from issuance of units during the period

Value of units redeemed during the period

Net assets (equity) attributable to the unitholders at the end of the period

UNITS TRANSACTIONS

Transactions in units are summarized as follows:

Units in issuance at beginning of the year (numbers in thousands)
Issuance of units during the year (numbers in thousands)
Redemption of units during the year (humber in thousands)

Units in issuance at end of the year (numbers in thousands)

For the
period from
17 June 2025
to31
December
2025

232

26,294

26,526

31 December
2025

2,578

2,578

The accompanying notes 1 to 19 form an integral part of these financial statements.
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AL-WATANI SUKUK FUND

(AN OPEN-ENDED MUTUAL FUND)

MANAGED BY

WATANI WEALTH MANAGEMENT

STATEMENT OF CASH FLOWS

FOR THE PERIOD FROM 17 JUNE 2025 TO 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

For the
period from
17 June 2025
to31
December
Note 2025
CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period 232
Adjustments to reconcile net income to net cash used in operating activities
Unrealized gain on investments measured at FVTPL 44
276
Net increase in operating assets:
Increase in investment measured at FVTPL (20,984)
Increase in accrued special commission income (277)
Net increase in operating liabilities:
Increase in other payables 4,033
Net cash used in operating activities (16,952)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of units 26,294
Redemptions of the units, net off payable -
Net cash generated from financing activities 26,294
Net increase in cash and cash equivalents 9,342

Cash and cash equivalents at beginning of the period -

Cash and cash equivalents at end of the period 8 9,342

The accompanying notes 1 to 19 form an integral part of these financial statements.
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AL-WATANI SUKUK FUND

(AN OPEN-ENDED MUTUAL FUND)

MANAGED BY

WATANI WEALTH MANAGEMENT COMPANY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE PERIOD FROM 17 JUNE 2025 TO 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

FUND AND ITS ACTIVITIES

Al-Watani Sukuk Fund (“the Fund”) is a public, open-ended investment fund, managed by Watani Wealth
Management (the “Fund Manager”, “Registrar”), a subsidiary of National Bank of Kuwait (the “Bank"), for
the benefit of the Fund's Unitholders. The Fund is established under article 32 of the Investment Fund
Regulations (the “Regulations”) issued by the Capital Market Authority (“CMA”).

The Capital Market Authority (“CMA”) approved the establishment of the Fund on 02 Ramadan 1446H
(corresponding to 02 March 2025). The Fund commenced its operations on 21 Dhu al-Hijjah 1446H
(corresponding to 17 June 2025).

The Fund’s investment objective is to achieve capital growth and generate income for Unitholders through
active investment primarily in Shariah-compliant sukuk. The Fund invests mainly in local, regional, and
international sukuk, with a particular focus on U.S. dollar-denominated sukuk, in accordance with the
approved investment policy and Shariah standards. The fund does not invest in any SAR denominated sukuk.

The Fund may also invest in Shariah-compliant money market instruments, sukuk funds, exchange-traded
funds (ETFs) related to sukuk, structured products, and other permitted investment instruments as set out
in the Fund’s Terms and Conditions.

The Fund benchmarks its performance against the IDEALRATINGS Investment Grade USD Sukuk Index (Total
Return) and aims to achieve returns that are consistent with its investment strategy and risk profile.

Income generated from the Fund’s investments may be reinvested or distributed in accordance with the
Fund’s distribution policy as set out in the Terms and Conditions.

The Fund is governed by the Investment Fund Regulations (the “Regulations”) published by the CMA.

The Fund has appointed SNB Capital Company to act as its custodian and administrator.

First fiscal year
As per the Fund’s terms and conditions, the first fiscal year commences from 17 June 2025 to 31 December

2025. Each fiscal year following the first fiscal year will be from 1 January to 31 December of each year.
STATEMENT OF COMPLIANCE

These financial statements of the Fund for the year ended 31 December 2025 have been prepared in
accordance with the International Financial Reporting Standards (“IFRS”), as endorsed in the Kingdom of
Saudi Arabia, and other standards and pronouncements endorsed by the Saudi Organization for Chartered
and Professional Accountants (“SOCPA”), and to comply with the applicable provisions of the Investment
Funds Regulations issued by the CMA and the Fund’s terms and conditions.



AL-WATANI SUKUK FUND

(AN OPEN-ENDED MUTUAL FUND)

MANAGED BY

WATANI WEALTH MANAGEMENT COMPANY

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD FROM 17 JUNE 2025 TO 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

SUBSCRIPTION / REDEMPTION OF UNITS (DEALING DAY AND VALUATION DAY)

The Fund is open for subscriptions and redemptions on every Monday of each week (the “Dealing Day”). The
valuation of the Fund’s assets and the calculation of the Net Asset Value (“NAV”) per unit are based on the
market value of the Fund’s assets as of Monday of each week (the “Valuation Day”), with the NAV calculated
and announced on the following business day. Subscription and redemption requests must be submitted in
accordance with the cut-off times specified by the Fund Manager for the relevant Dealing Day. If the Dealing
Day or the Valuation Day falls on a public holiday in the Kingdom of Saudi Arabia, the Dealing Day and/or the
Valuation Day shall be deferred to the next business dealing day in accordance with the Fund’s Terms and
Conditions.

The subscription or redemption price of a unit shall be based on the NAV per unit calculated on the applicable
Valuation Day following the relevant Dealing Day on which the subscription or redemption request was
accepted.

The NAV of the Fund for the purpose of purchase or redemption of units is calculated by subtracting from
the value of the Fund’s total assets to the value of the Fund’s total liabilities. The unit price is determined by
dividing such resulting figure by the total number of outstanding units on the relevant Valuation Day.

BASIS OF MEASUREMENT

These financial statements have been prepared on a historical cost basis except for investments measured
at FVTPL, which are measured at their fair value.

The Fund Manager has made an assessment of the Fund’s ability to continue as a going concern and is satisfied
that the Fund has the resources to continue in business for the foreseeable future. Furthermore, the Fund
Manager is not aware of any material uncertainties that may cast significant doubt upon the Fund’s ability to
continue as a going concern. Therefore, the financial statements are prepared on the going concern basis.

The Fund does not have a clearly identifiable operating cycle and therefore does not present current and
non-current assets and liabilities separately in the statement of financial position. Instead, assets and
liabilities are presented in order of their liquidity.

Items included in the financial statements are measured using the currency of the primary economic
environment in which the Fund operates (the “functional currency”). These financial statements are
presented in US Dollars (“USD”) which is the Fund’s functional and presentation currency.

USE OF ESTIMATES AND JUDGMENTS

The preparation of these financial statements in conformity with IFRS requires the use of certain critical
accounting judgements, estimates and assumptions that affect the reported amounts of assets and liabilities.
It also requires the Fund Manager to exercise its judgement in the process of applying the Fund’s accounting
policies. Such judgements, estimates and assumptions are continually evaluated and are based on historical
experience and other factors, including obtaining professional advice and expectations of future events that
are believed to be reasonable under the circumstances.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are
recognized prospectively. There were no significant judgements/estimates made for these financial
statements.



AL-WATANI SUKUK FUND
(AN OPEN-ENDED MUTUAL FUND)

MANAGED BY

WATANI WEALTH MANAGEMENT COMPANY

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD FROM 17 JUNE 2025 TO 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

6. MATERIAL ACCOUNTING POLICY INFORMATION

The following are the material accounting policy information applied by the Fund Manager in preparing its
financial statements.

A.

Cash and cash equivalents
Cash and cash equivalents comprise cash held with a custodian in an investment account.

Financial assets and liabilities

Recognition and initial measurement

Financial assets and liabilities at Fair value through Profit and loss (“FVTPL”) are initially recognized at
trade date, which is the date on which the Fund becomes party to the contractual provisions of the
instruments. Other financial assets and liabilities are recognized on the date on which they are
originated.

Financial assets at FVTPL are initially recognized at fair value, with transaction costs recognized in
profit or loss. Financial assets not at FVTPL are initially recognized at fair value plus transaction costs
that are directly attributable to their acquisition or issue.

Classification of financial assets

On initial recognition, the Fund Manager classifies financial assets as measured at amortized cost, fair
value through other comprehensive income (“FVOCI”) or FVTPL.

A financial asset is measured at amortized cost if it meets both of the following conditions and is not

designated as at FVTPL:

* the asset is held within a business model whose objective is to hold assets to collect contractual
cash flows; and

* the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Debt instruments

Debt instruments are those instruments that meet the definition of a financial liability from the
issuer’s perspective.
Classification and subsequent measurement of debt instruments depend on:

The Fund’s business model for managing the asset; and

The cash flow characteristics of the asset.

Business model assessment

The Fund Manager makes an assessment of the objective of a business model in which an asset is held
at a portfolio level because this best reflects the way the business is managed.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair

value basis are measured at FVTPL because neither held to collect contractual cash flows nor held
both to collect contractual cash flows and to sell financial assets.
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AL-WATANI SUKUK FUND
(AN OPEN-ENDED MUTUAL FUND)

MANAGED BY

WATANI WEALTH MANAGEMENT COMPANY

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD FROM 17 JUNE 2025 TO 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

6.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on
initial recognition. ‘interest’ is defined as consideration for the time value of money and for the credit
risk associated with the principal amount outstanding during a particular period of time and for other
basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Fund
Manager considers the contractual terms of the instrument. This includes assessing whether the
financial asset contains a contractual term that could change the timing or amount of contractual cash
flows such that it would not meet this condition.

Reclassification

Financial assets are not reclassified subsequent to their initial recognition, except in the period after
the Fund Manager changes its business model for managing the financial assets.

Classification of financial liabilities

The Fund classifies its financial liabilities at amortized cost unless it has designated liabilities at FVTPL.
Derecognition

The Fund derecognizes a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in
which substantially all of the risks and rewards of ownership of the financial asset are transferred or
in which the Fund neither transfers nor retains substantially all of the risks and rewards of ownership
and it does not retain control of the financial asset.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Fund currently has a legally enforceable right to set off
the amounts and it intends either to settle them on a net basis or to realize the asset and settle the
liability simultaneously.

Net gain or loss on financial assets and liabilities at FVTPL

Net gains or losses on financial assets and liabilities at FVTPL are changes in the fair value of financial
assets and liabilities held for trading or designated upon initial recognition as at FVTPL and exclude
interest and dividend income.

Unrealized gains and losses comprise changes in the fair value of financial instruments for the period.
Realized gains and losses on disposals of financial instruments classified as at FVTPL are calculated
using the weighted average cost method. They represent the difference between an instrument’s
initial carrying amount and disposal amount, or cash payments or receipts made on derivative
contracts (excluding payments or receipts on collateral margin accounts for such instruments).
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AL-WATANI SUKUK FUND

(AN OPEN-ENDED MUTUAL FUND)

MANAGED BY

WATANI WEALTH MANAGEMENT COMPANY

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD FROM 17 JUNE 2025 TO 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

6.

C.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Subscription and redemption on units

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

Redeemable units

Redeemable units are classified as equity instruments if they meet certain criteria. Those criteria

include:

e theredeemable units must entitle the holder to a pro-rata share of net assets;

. the redeemable units must be the most subordinated class and class features must be
identical;

e there must be no contractual obligations to deliver cash or another financial asset other than
the obligation on the issuer to repurchase; and

e thetotal expected cash flows from the redeemable units over its life must be based substantially
on the profit or loss of the issuer.

No gain or loss is recognized in the statement of comprehensive income on the purchase, issuance or
cancellation of the Fund’s own equity instruments.

Net assets (equity) value per unit

The net asset (equity) value per unit as disclosed in the statement of financial position is calculated
by dividing the net assets of the Fund by the number of units outstanding at period end.

Revenue recognition

Special Commission Income
Special commission income presented in the statement of comprehensive income comprise
commission on financial assets measured at FVTPL calculated on an effective yield basis. The ‘effective
yield rate’ is the rate that exactly discounts the estimated future cash payments and receipts through
the expected life of the financial instrument:

e tothe carrying amount of the financial assets; or

e the amortized cost of the financial liability.
In calculating special commission income, the effective yield rate is applied to the gross carrying
amount of the asset.

Fee and other expenses

These are measured and recognized as expenses on an accrual basis in the period in which they are
incurred.
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AL-WATANI SUKUK FUND

(AN OPEN-ENDED MUTUAL FUND)

MANAGED BY

WATANI WEALTH MANAGEMENT COMPANY

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD FROM 17 JUNE 2025 TO 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

6.

G.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Zakat and taxation

The Fund does not pay any zakat and income tax. Zakat and income tax are considered to be the
obligation of the unitholders and are not provided in these financial statements.

The value added tax (“VAT”) applicable for fees and expenses are recognized in the statement of
comprehensive income.

Provisions

Provisions are recognized whenever there is a present obligation (legal or constructive) as a result of
a past event and it is probable that an outflow of resources will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation.

NEW ACCOUNTING STANDARDS, INTERPRETATIONS AND AMENDMENTS

New IFRS Standards, interpretations and amendments adopted by the Fund

The following amendment effective for annual periods beginning on or after January 1, 2025, did not
have a significant impact on the Fund’s financial statements:

Standard,
interpretation
or
amendments Description Effective date

IASB amended IAS 21 to add requirements to
help in determining whether a currency is
exchangeable into another currency, and the
spot exchange rate to use when it is not
exchangeable. Amendment set out
a framework under which the spot exchange
rate at the measurement date could be
determined using an observable exchange
rate without adjustment or another

Amendment to IAS 21
— Lack of
exchangeability

January 1, 2025

estimation technique.
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AL-WATANI SUKUK FUND

(AN OPEN-ENDED MUTUAL FUND)

MANAGED BY
WATANI WEALTH MANAGEMENT COMPANY

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD FROM 17 JUNE 2025 TO 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

7.

NEW ACCOUNTING STANDARDS, INTERPRETATIONS AND AMENDMENTS (CONTINUED)

Prospective changes to the International Financial Reporting Framework

At the date of authorization of these financial statements, the Fund has not applied the following new
and revised IFRS that have been issued but are not yet effective. The Fund Manager does not expect
that the adoption of the standards and amendments listed below will have a material impact on the
financial statements of the Fund in future periods, except for IFRS 18. The Fund Manager is currently
assessing the impact of the adoption of IFRS 18 and will apply the standard from its mandatory
adoption date of January 1, 2027.

Standard,
interpretation or
amendments

Description

Effective
date

Amendments to IFRS 10
and IAS 28- Sale or
Contribution of Assets
between an Investor and
its Associate or Joint
Venture

Partial gain or loss recognition for transactions
between an investor and its associate or joint
venture only apply to the gain or loss resulting from
the sale or contribution of assets that do not
constitute a business as defined in IFRS 3 Business
Combinations and the gain or loss resulting from the
sale or contribution to an associate or a joint venture
of assets that constitute a business as defined in IFRS
3 is recognized in full.

Effective date
deferred
indefinitely

Amendments to IFRS

9 Financial

Instruments and IFRS

7 Financial Instruments:
Disclosures

Under the amendments, certain financial assets
including those with ESG-linked features could now
meet the SPPI criterion, provided that their cash
flows are not significantly different from an identical
financial asset without such a feature.

The IASB has amended IFRS 9 to clarify when a
financial asset or a financial liability is recognized
and derecognized and to provide an exception for
certain financial liabilities settled using an electronic
payment system.

January 1, 2026

Amendments to IFRS 9
and IFRS 7 Contracts
referencing
Nature-dependent
Electricity

Contracts Referencing Nature-dependent Electricity
amends IFRS 9 Financial Instruments and IFRS 7
Financial Instruments: Disclosures to more faithfully
reflect the effects of contracts

referencing nature-dependent electricity on an
entity’s financial statements.

January 1, 2026

Annual improvements to
IFRS — Volume 11

Annual improvements are limited to changes that
either clarify the wording in an Accounting Standard
or correct relatively minor  unintended
consequences, oversights or conflicts between the
requirements in the Accounting Standards. The 2024
amendments are to the following standards: IFRS 1
First-time Adoption of International Financial
Reporting Standards; IFRS 7 Financial Instruments:
Disclosures and its accompanying Guidance on
implementing IFRS 7; IFRS 9 Financial Instruments;
IFRS 10 Consolidated Financial Statements; and IAS
7 Statement of Cash Flows.

January 1,
2026
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AL-WATANI SUKUK FUND
(AN OPEN-ENDED MUTUAL FUND)

MANAGED BY

WATANI WEALTH MANAGEMENT COMPANY

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD FROM 17 JUNE 2025 TO 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

7. NEW ACCOUNTING STANDARDS, INTERPRETATIONS AND AMENDMENTS (CONTINUED)

Standard, interpretation
or amendments Description Effective date

IFRS 18 provides guidance on items in statement of
profit or loss classified into five categories:
operating; investing; financing; income taxes and
discontinued operations It defines a subset of
measures related to an entity’s financial
performance as ‘management-defined performance
measures’ (‘MPMs’). The totals, subtotals and line January 1,
items presented in the primary financial statements 2027

and items disclosed in the notes need to be
described in a way that represents the
characteristics of the item. It requires foreign
exchange differences to be classified in the same
category as the income and expenses from the items
that resulted in the foreign exchange differences.

IFRS 18, Presentation and
Disclosure in Financial
Statements

IFRS 19 allows eligible subsidiaries to apply IFRS
Accounting Standards with the reduced disclosure
requirements of IFRS 19. A subsidiary may choose to
apply the new standard in its consolidated, separate
or individual financial statements provided that, at
the reporting date it does not have public
accountability, and its parent produces consolidated
financial statementsunder IFRS  Accounting
Standards.

IFRS 19, Subsidiaries
without Public
Accountability:
Disclosures

January 1,
2027

8. CASH AND CASH EQUIVALENTS
Cash and cash equivalents included in the statement of cash flows comprise the following:
As at

31 December
2025

Cash and cash equivalents 9,342

This comprises of balance held with the custodian in an investment account. The Fund’s management
does not consider the expected credit losses on its bank balances to be material.
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AL-WATANI SUKUK FUND
(AN OPEN-ENDED MUTUAL FUND)
MANAGED BY

WATANI WEALTH MANAGEMENT COMPANY

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD FROM 17 JUNE 2025 TO 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

9.

INVESTMENTS MEASURED AT FAIR VALUE THROUGH PROFIT AND LOSS
The composition of investments measured at fair value through profit or loss is summarized below:

31 December 2025
Note Cost Fair Value
Sukuk 13 20,896 20,940
20,896 20,940

10. OTHER PAYABLES

31 December

2025
Management fee payable 13
Others 4,020
4,033

11. OTHER EXPENSES
For the
period from
17 June 2025
to31
December
2025
Dividend paid 30
Audit fee 8
Benchmark Fee 5
Others 23
66

12.

RELATED PARTY TRANSACTIONS AND BALANCES

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial or operational decisions. The related
parties of the Fund comprise the Fund Manager, the Fund Board and the Bank (ultimate parent). In
the ordinary course of its activities, the Fund conducts transactions with the Fund Manager.
Management fee and other expenses

The Fund is managed and administered by the Fund Manager. For these services, the Fund accrues a
management fee on a daily basis, as determined by the Fund Manager, which should not be more
than the maximum annual rate of 0.75% per annum of the Fund's daily NAV as set out in the Fund’s
terms and conditions.

Transactions with related parties
During the year, the Fund entered into the following transactions, other than those disclosed
elsewhere in the financial statements, with related parties in the ordinary course of business. These

transactions were carried out on the basis of approved terms and conditions of the Fund. All related
party transactions are approved by the Fund Board.
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AL-WATANI SUKUK FUND

(AN OPEN-ENDED MUTUAL FUND)

MANAGED BY

WATANI WEALTH MANAGEMENT COMPANY

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD FROM 17 JUNE 2025 TO 31 DECEMBER 2025
(AMOUNT IN USD ‘000)

12. RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Transactions Balance
For the period from 17
June 2025 to 31 31 December
Related party Nature of transaction December 2025 2025
The Fund Manager Management fee 40 13

As at 31 December 2025, an affiliate of the Fund Manager holds 383,797 units of the Fund.
13. FINANCIAL ASSETS AND FINANCIAL LIABILITIES

Set out below is an overview of financial assets and financial liabilities, held by the Fund as at 31

December 2025.
31 December
2025
Financial assets at fair value through profit or loss
Investments at fair value through profit or loss 20,940
20,940
Financial assets at amortized cost
Cash and cash equivalents 9,342
Accrued commission income 277
9,619
Financial liabilities at amortized cost
Other payables 4,033
4,033

14. RISK MANAGEMENT

The Fund’s objective in managing risk is the creation and protection of Unitholders’ value. Risk is
inherent in the Fund’s investment activities; however, it is managed through a structured process of
ongoing risk identification, measurement, monitoring, and control, subject to defined limits and
governance oversight.

The Fund is exposed to the following risks arising from financial instruments:

= credit risk;

= liquidity risk;

=  market risk and
= operational risk

The Fund Manager is responsible for identifying, monitoring, and managing the risks to which the Fund
is exposed in accordance with the Fund’s Terms and Conditions and applicable regulations. The Fund
Board supervises the Fund Manager and is ultimately responsible for the overall governance and risk
oversight of the Fund.
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14.

RISK MANAGEMENT (CONTINUED)

Risk monitoring and control are primarily performed in line with the limits and guidelines approved by
the Fund Board. The Fund’s Terms and Conditions set out its investment strategy, risk tolerance, and
overall risk management framework. The Fund Manager is required to take appropriate actions,
including portfolio rebalancing, to ensure compliance with the approved investment guidelines.

This note presents information about the Fund’s objectives, policies, and processes for measuring and
managing risk, as well as its management of capital.

Credit risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge its contractual
obligations, resulting in a financial loss to the Fund.
The Fund is exposed to credit risk primarily through its investments in sukuk and its cash and cash
equivalents. Credit risk is managed by investing in sukuk issued by sovereign, quasi-sovereign, and
corporate issuers with acceptable credit quality, as well as by dealing only with reputable and
creditworthy counterparties. The Fund Manager monitors credit exposures on an ongoing basis and
seeks to limit concentrations of credit risk in accordance with the Fund’s Terms and Conditions. The
table below shows the maximum exposure to credit risk for the component of the statement of
financial position:

31 December

2025
Cash and cash equivalents 9,342
Investments at fair value through profit or loss 20,940
Accrued special commission income 277
Total exposure to credit risk 30,559

The Fund Manager reviews the credit concentration of debt securities held based on counterparties,
economic sector and geographic location. The Fund’s Sukuk investments are concentrated in the
following economic sectors:

31 December 2025

% of Fair
value to total
Sukuk

investment Cost Fair value
Economic Sector
Financials 53% 11,021 11,041
Energy 27% 5,736 5,742
Sovereign 8% 1,646 1,654
Consumer 5% 1,081 1,084
Materials 4% 839 838
Utilities 3% 573 581
Total 100% 20,896 20,940
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14. RISK MANAGEMENT (CONTINUED)

A breakdown of the investments based on the type of issuer of those instruments is as follows:
31 December

2025
Fair Value % of fair
usD value
Government 1,654 8%
Corporate 19,286 92%
20,940 100%

The Fund’s Sukuk investments are concentrated in the following geographical locations:
31 December 2025

% of Fair
value to total
Sukuk

investment Cost Fair value
Country domicile
Saudi Arabia 43% 9,043 9,058
United Arab Emirates 31% 6,471 6,474
Bahrain 12% 2,528 2,537
Kuwait 11% 2,339 2,347
Oman 3% 515 524
Total 100% 20,896 20,940

Allowance for impairment

The Fund has investments in securities classified as FVTPL. Hence, no impairment allowance is
recorded in these financial statements as per IFRS 9. The Fund’s Cash and cash equivalents are
maintained with banks which is in line with globally understood definition of investment grade.
Accordingly, there is no material impact of expected credit loss allowance on this balance.

Liquidity risk

Liquidity risk is the risk that the Fund may encounter difficulty in meeting its obligations associated
with financial liabilities, including Unitholders’ redemption requests.

The Fund’s Terms and Conditions provide for subscriptions and redemptions on a weekly basis, and
accordingly, the Fund is exposed to liquidity risk arising from Unitholders’ redemptions. As at 31
December 2025, the Fund’s cash and cash equivalents and investments measured at fair value
through profit or loss are considered to be sufficiently liquid and readily realizable.

The Fund Manager monitors the Fund’s liquidity position on a regular basis and seeks to ensure that
adequate liquidity is maintained to meet redemption requests and other obligations as they arise.
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14.

RISK MANAGEMENT (CONTINUED)
Market risk

Market risk is the risk that changes in market variables will affect the Fund’s income or the fair value
of its investments.

i) Price risk

Price risk arise primarily from fluctuations in market profit rates, credit spreads, and sukuk prices,
which may affect the fair value of the Fund’s sukuk investments. The Fund does not invest in equity
securities, and therefore is not exposed to equity price risk.

The Fund Manager manages market risk in line with the Fund’s investment objectives and strategy as
set out in the Terms and Conditions, including through diversification, monitoring of market
conditions, and active portfolio management

The effect on the net assets value as a result of the change in the fair value of the investments as a
31 December 2025 due to a reasonably possible change in prices with all other variables held constant

is as follows:
31 December
2025
Potential _
reasonable change Effect on Equity
Sukuk St —

ii) Commission rate risk

Commission rate risk is the risk that the value of the future cash flows of a financial instrument or fair
values of fixed coupon financial instruments will fluctuate due to changes in market commission
rates. The portfolio management team of the Fund Manager monitors risk exposures on a daily basis.
If the commission rate risk is not in accordance with the Fund’s terms and conditions, then the Fund
Manager is required to rebalance the portfolio within a reasonable period of time of each
determination of such occurrence.

Exposure

A breakdown of the investments based on the type of commission rate on Sukuk is as follows:

31 December 2025
Amount in USD %
Fixed rate 20,940 100%
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14. RISK MANAGEMENT (CONTINUED)
iii) Foreign exchange risk

Foreign exchange risk is the risk that the value of future cash flows of a financial instrument will fluctuate
due to changes in foreign exchange rates and arises from financial instruments denominated in foreign
currency. The Fund’s investments in debt instruments measured at FVTPL are not exposed to any foreign
exchange risk as the said instruments are denominated in United States Dollar and the Fund’s functional
currency is also in United States Dollar.

Operational risk

Operational risk is the risk of direct or indirect loss arising from a variety of causes associated with the
processes, technology and infrastructure supporting the Fund’s activities either internally or externally at
the Fund’s service provider and from external factors other than credit, liquidity, currency and market risks
such as those arising from the legal and regulatory requirements.

The Fund’s objective is to manage operational risk so as to balance limiting of financial losses and damage to
its reputation with achieving its investment objective of generating returns to Unitholders.

14.1 Capital management

The Fund's capital represents the net assets of the Unitholders. The Fund's objectives when managing capital
are to maintain the ability to continue as a going concern and achieve returns for Unitholders, as well as
maintaining the capital base to support the development of the Fund's investment activities.

15.  FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or transfer the liability takes place either:

e Inthe principal market for the asset or liability, or
e Inthe absence of a principal market, in the most advantageous market for the asset or liability

The Fund measures the fair value of an instrument using the quoted price in an active market for that
instrument. Financial instruments comprise financial assets and financial liabilities. The Fund’s financial
assets consist of listed sukuk investments held at FVTPL and financial assets measured at amortized cost. The
Fund’s financial liabilities consist of financial liabilities measured at amortized cost.

The fair value hierarchy has the following levels:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
the entity can access at the measurement date;

e Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or liability.
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15.

16.

17.

18.

19.

FAIR VALUE OF FINANCIAL INSTRUMENTS (CONTINUED)

The table below presents the investments measured at their fair values as of reporting date based on
the fair value hierarchy:
31 December 2025

Carrying
Value Level 1 Level 2 Level 3 Total
Investments
measured at FVTPL 20,940 - 20,940 - 20,940
20,940 - 20,940 - 20,940

During the period, there were no transfers between the fair value levels. The carrying amounts of the
financial assets such as cash and cash equivalents and accrued special commission income
approximate fair value because of their short-term nature and the high credit quality of
counterparties. The carrying amount of other payables approximate fair value because of its short-
term nature.

MATURITY ANALYSIS OF ASSETS AND LIABILITIES

The table below shows an analysis of assets and liabilities according to when they are expected to be
recovered or settled respectively:

Within After

As at 31 December 2025 12 months 12 months Total
ASSETS

Cash and cash equivalent 9,342 . 9,342
Financial assets at FVTPL - 20,940 20,940
Accrued special commission income 277 - 277
TOTAL ASSETS 9,619 20,940 30,559
LIABILITIES

Management fees payable 13 - 13
Other payables 4,020 - 4,020
TOTAL LIABILITIES 4,033 - 4,033

LAST VALUATION DAY

The last valuation day of the year was 31 December 2025.

SUBSEQUENT EVENTS

There were no significant events after the reporting period that require disclosure or adjustment in
these financial statements.

APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were authorized for issue by the Fund Board on 10 Shawwal 1447H
corresponding to 29 March 2026.
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