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INDEPENDENT AUDITOR’S REPORT TO THE FUND MANAGER OF KAMCO ISLAMIC FUND, FUND MANAGER — KAMCO
INVESTMENT COMPANY K.S.C (PUBLIC), KUWAIT

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of KAMCO Islamic Fund (the “Fund”) (Fund Manager — KAMCO Investment
Company K.S.C (Public)), which comprise the statement of financial position as at 31 December 2025, and the statement
of profit or loss and other comprehensive income, statement of changes in equity and statement of cash flows for the year
then ended, 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 year ended then ended 31 December
2025 in accordance with IFRS Accounting Standards as issued by the International Accounting Standards Board (IASB).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). 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 Ethics Standards Board of Accountants’
International Code of Ethics for Professional Accountants (including International Independence Standards) (IESBA Code),
and we have fulfilled our other ethical responsibilities in accordance with the IESBA code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Fund Manager for the Financial Statements

Fund Manager is responsible for the preparation and fair presentation of the financial statements in accordance with IFRS
Accounting Standards as issued by IASB, and for such internal control as the Fund Manager determines is necessary to
enable the preparation of financial statements that are free from material misstatement, 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 unitholders either intends to liquidate the Fund or to cease operations, or has no realistic alternative but to do
50.

Fund Manager 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 auditor’s 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
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.
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

e Identify 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 resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Obtain an understanding of internal control 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 control.

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

e Conclude on the appropriateness of the 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, we are required to draw attention in our auditor’s 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 auditor’s 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 Fund Manager 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.

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion proper books of accounts have been kept by the Fund and the financial statements are in
accordance therewith. We further report that we obtained all the information and explanations that we required for the
purpose of our audit, and that the financial statements incorporate all information that is required by the Funds’ Articles
of Association, as amended, and that, to the best of our knowledge and belief, no violations of the Articles of Association,
as amended, have occurred during the year ended 31 December 2025 that might have had a material effect on the
business of the Fund or on its financial position.

We further report that, during the course of our audit, to the best of our knowledge and belief, we have not become
aware of any material violations of the provisions of Law No. 7 of 2010, concerning the Capital Markets Authority and its
related regulations, as amended during the year ended 31 December 2025, that might have had a material effect on the
business of the Fund or on its financial position.

Talal Y. Al-Muzaini
License No. 209A
Deloitte & Touche - Al-Wazzan & Co.

Kuwait
09 February 2026
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Statement of Financial Position as at 31 December 2025

Assets
Bank balances

Investments at fair value through profit or loss

Other receivables
Total assets

Uabilities
Other payables
Total liabilities

Equity

Share capital

Equalization reserve

Retained earnings/{accumulated losses)

Total equity
Total liabilities and equity

Net asset value per redeemable unit

Kuwaiti Dinars

The accompanying notes on pages 7 to 20 form an integral part of these financial statements.

._--L_,:_r"

Fund Manager

KAMCO investment Company K.S.C (Public)

Gulf Custody Company K.S.C.C

Note 2025 2024
3 903,956 223,369
4 46,338,784 43,506,621
5 10,272,206 1,528,998

57,514,946 45,258,988

6 180,331 143,311

180,331 143,311

7 22,116,829 22,103,326

? 32,714,106 32,695,878
2,503,680 (9,683,527)

57,334,615 45,115,677

57,514,946 45,258,988

8 2.592 2.041

Fund dlan and Investment Controller
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Statement of Profit or Loss and Other Comprehensive Income — Year ended 31 December 2025

Kuwaiti Dinars

Note 2025 2024

Income
Gain/(loss) from investments at fair value through profit or loss 11,725,490 (217,928)
Dividend income 1,501,867 4,715,153
Other loss (1,761) (281)

13,225,596 4,496,944
Expenses
Management fees 9 (530,210) (443,511)
Fund custodian and investment controller fees 10 (63,883) (54,420)
Other operating expenses (444,296) (193,106}

(1,038,389) (691,037)
Profit for the year 12,187,207 3,805,907
Other comprehensive income - -
Total comprehensive income for the year 12,187,207 3,805,907

The accompanying notes on pages 7 to 20 form an integral part of these financial statements.
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Statement of Changes in Equity - Year ended 31 December 2025

As at 1 January 2025

Subscriptions during the year
Redemptions during the year

Total comprehensive income for the year
As at 31 December 2025

As at 1 January 2024

Subscriptions during the year
Redemptions during the year

Total comprehensive expense for the year
As at 31 December 2024

Kuwaiti Dinars

Share Equalization (Accumulated Total
capital reserve losses)/
retained
earnings
22,103,326 32,695,878 (9,683,527) 45,115,677
64,616 85,008 - 149,624
(51,113) (66,780) - (117,893)
- - 12,187,207 12,187,207
22,116,829 32,714,106 2,503,680 57,334,615
22,107,022 32,699,676 (13,489,434) 41,317,264
5,214 5,321 - 10,535
(8,910) (9,119) - (18,029)
- - 3,805,907 3,805,907
22,103,326 32,695,878 (9,683,527) 45,115,677

The accompanying notes on pages 7 to 20 form an integral part of these financial statements.
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Statement of Cash Flows - Year ended 31 December 2025

Cash flows from operating activities

Profit for the year

Adjustments:

Unrealised (gain)/loss from investments at fair value through profit or loss

Changes in operating assets and liabilities

Decrease/(increase) in investments at fair value through profit or loss (net)
Increase in other assets

increase in trade and other payables

Net cash from operating activities

Cash flows from financing activities

Cash received on subscriptions to redeemable units
Cash paid on redemptions of redeemable units

Net cash from/(used in) financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at:

beginning of the year

end of the year

Kuwaiti Dinars

2025 2024
12,187,207 3,805,907
(2,847,057) 1,256,840
9,340,150 5,062,747
14,894 (3,716,419)
(8,743,208) (1,160,627)
35,138 16,347
646,974 202,048
149,624 10,535
(116,011) (18,029)
33,613 (7,494)
680,587 194,554
223,369 28,815
903,956 223,369

The accompanying notes on pages 7 to 20 form an integral part of these financial statements.
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Notes to the Financial Statements — 31 December 2025

2.1

2.2

Incorporation and objectives

KAMCO Islamic Fund (the “Fund”) is an open-ended investment fund, incorporated on 13 November 2003. The
Fund is regulated by Capital Market Authority established under Law No. 7 of 2010.

The Fund Manager is KAMCO Investment Company K.S.C (Public) and the Fund Custodian and Investment
Controller is Guif Custody Company K.S.C.C.

The term of the Fund was extended for fifteen years from October 2018 till November 2033 and has been
approved by CMA.

The Fund Manager’s registered office is located at Sharg, Al Shuhada street in the state of Kuwait.
The Fund has no employees.

The objective of the Fund is to achieve capital appreciation by investing in Shari’a compliant quoted or unquoted
local shares, Initial Public Offerings, Islamic funds and other Islamic instruments.

The financial statements have been approved for issue by the Fund Manager and Fund Custodian and Investment
Controller on 09 February 2026 and are subject to the approval of the unitholders at their forthcoming Annual
General Assembly Meeting.

Basis of preparation and material accounting policies
Basis of preparation

These financial statements have been prepared in conformity with IFRS Accounting Standards as issued by the
International Accounting Standards Board (IASB) and interpretations issued by the International Financial
Reporting Interpretations Committee (IFRIC), under the historical cost basis of measurement as modified for the
revaluation at fair value of investments classified as “at fair value through profit or loss”.

The preparation of financial statements in conformity with IFRS Accounting Standards as issued by IASB requires
management to make estimates and assumptions that may affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. It also requires management to exercise its judgment in
the process of applying the Fund’s accounting policies. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed in
note 2.11.

The financial statements have been presented in Kuwaiti Dinars (“KD”), which is the functional currency of the
Fund.

Going concern

The Fund Manager and Fund Custodian and Investment Controller have, at the time of approving the financial
statements, a reasonable expectation that the Fund has adequate resources to continue in operational existence
for the foreseeable future. Thus, they continue to adopt the going concern basis of accounting in preparing the
financial statements.

New and amended IFRS Accounting Standards that are effective for the current year
Following standard, interpretation or amendment are effective from the current year and are adopted by the Fund

but however these does not have any impact on the financial statements of the year unless otherwise stated
below:
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Notes to the Financial Statements — 31 December 2025

Standard, interpretation, amendments  Description

Amendments to IAS 21 The Effects of The amendments specify how to assess whether a currency is
Changes in Foreign Exchange Rates exchangeable, and how to determine the exchange rate when it is
titled Lack of Exchangeability not.

23 New and revised IFRS Accounting Standards in issue but not yet effective

At the date of authorization of these financial statements, the Fund has not applied the following new and revised
IFRS Accounting Standards that have been issued but are not yet effective:

Standard, interpretation, Description Effective date
amendments

Amendment to IFRS 9 and IFRS 7-  These amendments: 1 January 2026
Classification and Measurement of e permit an entity to deem a financial liability (or

Financial Instruments part of a financial liability) that is settled using an

electronic payment system to be discharged
(and derecognised) before the settlement date if
specified criteria are met. If an entity elects to
apply this accounting policy, it must do so for all
settlements made through the same electronic
payment system.

e clarify and add further guidance for assessing
whether a financial asset meets the solely
payments of principal and interest (SPPI)
criterion;

e add new disclosures for certain instruments with
contractual terms that could change the timing
or amount of contractual cash flows on the
occurrence (or non-occurrence) of a contingent
event that does not relate directly to changes in
a basic lending risks and costs. The requirements
apply to each class of financial asset measured at
amortised cost or FVTOCI and each class of
financial liability measured at amortised cost;
and

e Investments in equity instruments designated at
FVTOCI-require an entity to disclose the fair
value gain or loss presented in other
comprehensive income during the period,
showing separately the fair value gain or loss
that relates to investments derecognised in the
period and the fair value gain or loss that relates
to investments held at the end of the period.

IFRS 18 Presentation and IFRS 18 replaces IAS 1, carrying forward many of the 1 January 2027
Disclosures in Financial Statements requirements in [IAS 1 unchanged and

complementing them with new requirements. In

addition, some IAS 1 paragraphs have been moved to

IAS 8 and IFRS 7.

8
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Notes to the Financial Statements — 31 December 2025

Standard, interpretation, Description Effective date
amendments

Furthermore, the IASB has made minor amendments
to IAS 7 and 1AS 33 Earnings per Share.

IFRS 18 introduces new requirements to:

e present specified categories and defined
subtotals in the statement of profit or loss.

e provide disclosures on management-defined
performance measures (MPMs) in the notes to
the financial statements.

e improve aggregation and disaggregation.

The application of this standard may have an impact
on the financial statements in future periods.

IFRS 19 Subsidiaries without Public IFRS 19 permits an eligible subsidiary to provide 1 January 2027
Accountability: Disclosures reduced disclosures when applying IFRS Accounting

Standards in its financial statements. A subsidiary is

eligible for the reduced disclosures if it does not have

public accountability and its ultimate or any

intermediate parent produces consolidated financial

statements available for public use that comply with

IFRS Accounting Standards. IFRS 19 is optional for

subsidiaries that are eligible and sets out the

disclosure requirements for subsidiaries that elect to

apply it.

An entity is only permitted to apply IFRS 19 if, at the
end of the reporting period:

e itis asubsidiary (this includes an intermediate
parent)

e it does not have public accountability, and

e jtsultimate or any intermediate parent produces
consolidated financial statements available for
public use that comply with IFRS Accounting
Standards.

Annual Improvements to IFRS Limited to amendments that either clarify the 1 lJanuary 2027
Accounting Standards —Volume 11  wording of an IFRS standard or correct relatively

minor unintended consequences, oversights or

conflicts between requirements in the standards.

Fund Manager anticipates that these new standards, interpretations and amendments will be adopted in the
financial statements in the period of initial application and adoption of these new standards, interpretations and
amendments will not have any material impact on the financial statements of the Fund in the period of initial
application except as disclosed above.
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Notes to the Financial Statements — 31 December 2025

2.4

Financial instruments
Classification

The Fund classifies its financial assets upon initial recognition into the following categories:
e Financial assets carried at amortised cost
e Financial assets carried at fair value through other comprehensive income (FVOCI)

e Financial assets carried at fair value through profit or loss (FVTPL)

To determine the Funds’s classification and measurement category, all financial assets, except equity instruments,
is assessed based on a combination of the entity’s business model for managing the assets and the instruments’
contractual cash flow characteristics.

Business model assessment

The Fund determines its business model at the level that best reflects how it manages groups of financial assets
to achieve its business objective. The Fund's business model is not assessed on an instrument by instrument basis
but at a higher level of aggregated portfolios and is based on a number of observable factors. The information
considered includes:

e The stated policies and objectives for the portfolio and the operation of those policies in practice;

e Therisks that affect the performance of the business model (and the financial assets held within that business
model) and how those risks are managed;

e The frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations
about future sales activity.

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or 'stress
case’ scenarios into account. If cash flows after initial recognition are realised in a way that is different from the
Fund's original expectations, the Fund does not change the classification of the remaining financial assets held in
that business model, but incorporates such information when assessing newly originated or newly purchased
financial assets going forward.

Assessment of whether contractual cash flows are solely payments of principal and profit (SPPP test)

The Fund assesses the contractual terms of financial assets to identify whether they meet the SPPP test. ‘Principal’
for the purpose of this test is defined as the fair value of the financial asset at initial recognition and may change
over the life of the financial asset. Profit is defined as consideration for time value of money and for the credit risk
associated with the principal and for other basic lending risks and costs as well as a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and profit, the Fund considers
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.

Recognition and de-recognition

A financial asset or a financial liability is recognised when the Fund becomes a party to the contractual provisions
of the instrument.

A financial asset (in whole or in part) is derecognised when the contractual rights to receive cash flows from the
financial asset has expired or the Fund has transferred substantially all risks and rewards of ownership and has
not retained control. If the Fund has retained control, it continues to recognise the financial asset to the extent of
its continuing involvement in the financial asset.

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expires.

10
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Notes to the Financial Statements — 31 December 2025

Where an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and recognition of a new liability. If the modification is not substantial, the
difference between: (1) the carrying amount of the liability before the modification; and (2) the present value of
the cash flows after modification is recognised in the consolidated profit or loss as the modification gain or loss
within other gains and losses.

All regular way purchase and sale of financial assets are recognised using settlement date accounting. Changes in
fair value between the trade date and settlement date are recognised in the statement of profit or loss and other
comprehensive income in accordance with the policy applicable to the related instrument. Regular way purchases
or sales are purchases or sales of financial assets that require delivery of assets within the time frame generally
established by regulations or conventions in the market place.

Measurement

All financial assets or financial liabilities are initially measured at fair value including transaction costs that are
directly attributable to the acquisition or issue.

Financial assets carried at amortised cost:

A financial asset is carried at amortised cost if it meets both of the following conditions:
e itis held within a business model whose objective is to hold assets to collect contractual cash flows; and

e its contractual terms give rise, on specified dates, to cash flows that are solely payments of principal and profit
on the principal amount outstanding.

Financial assets carried at amortised cost are subsequently measured at amortised cost using the effective interest
method. Interest income, foreign exchange gains and losses and impairment are recognised in the statement of
profit or loss and other comprehensive income. Any gain or loss on derecognition is recognised in the statement
of profit or loss and other comprehensive income.

Bank balances and other receivables in the nature of financial assets is classified as financial assets carried at
amortised cost.

Financial assets carried at fair value through other comprehensive income:

Upon initial recognition, the Fund may elect to classify irrevocably some of its equity investments as equity
instruments at FVOCI when they meet the definition of equity under IAS 32 Financial Instruments: Presentation
and are not held for trading. Such classification is determined on an instrument-by-instrument basis. Equity
instruments at FVOCI are subsequently measured at fair value. Gains and losses on these equity instruments are
never recycled to statement of profit or loss.

Dividends are recognised in statement of profit or loss, when the right of the payment has been established, except
when the Fund benefits from such proceeds as a recovery of part of the cost of the instrument, in which case, such
gains are recorded in statement of profit or loss and other comprehensive income. Equity instruments at FVOCI
are not subject to an impairment assessment. Upon disposal, cumulative gains or losses are reclassified from fair
value reserve to retained earnings in the statement of changes in equity.

Financial assets carried at fair value through profit or loss:

Financial assets in this category are those assets which have been either designated by management upon initial
recognition or are mandatorily required to be measured at fair value under IFRS 9. Management designates an
instrument at FVTPL that otherwise meet the requirements to be measured at amortised cost or at FVOCI only if
it eliminates, or significantly reduces, an accounting mismatch that would otherwise arise. Financial assets with
contractual cash flows not representing solely payment of principal and profit are mandatorily required to be
measured at FVTPL.

11
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Notes to the Financial Statements — 31 December 2025

Financial assets at FVTPL are subsequently measured at fair value. Changes in fair value are recognised in the
statement of profit or loss and other comprehensive income. Dividend income from equity investments measured
at FVTPL is recognised in the statement of profit or loss and other comprehensive income when the right to the
payment has been established.

Reclassification of financial assets

The Fund does not reclassify its financial assets subsequent to their initial recognition unless there is a change in
business model.

Impairment of financial assets

The Fund applies ‘Expected Credit Loss’ (ECL) model under IFRS 9 for bank balances and other receivables in the
nature of financial assets measured at amortised cost using the general approach. The measurement of ECL
reflects an unbiased and probability-weighted amount that is determined by evaluating a range of possible
outcomes; the time value of money and reasonable and supportive information that is available without undue
cost or effort at the reporting date about past events, current conditions and forecasts of future economic
conditions.

General approach
The Fund applies three stage approach to measure ECL as follows:
Stage 1: 12-month ECL

The Fund measures loss allowances at an amount equal to 12-month ECL on financial assets where there has not
been significant increase in credit risk since their initial recognition or on exposures that are determined to have
a low credit risk at the reporting date. The Fund considers a financial asset to have low credit risk when its credit
risk rating is equivalent to the globally understood definition of ‘investment grade’.

Stage 2: Lifetime ECL — not credit impaired

The Fund measures loss allowances at an amount equal to lifetime ECL on financial assets where there has been
a significant increase in credit risk since initial recognition but are not credit impaired.

Stage 3: Lifetime ECL — credit impaired

The Fund measures loss allowances at an amount equal to lifetime ECL on financial assets that are determined to
be credit impaired based on objective evidence of impairment.

Life time ECL is ECL that result from all possible default events over the expected life of a financial instrument. The
12 month ECL is the portion of life time expected credit loss that result from default events that are possible
within the 12 months after the reporting date. Both life time ECLs and 12 month ECLs are calculated on either an
individual basis or a collective basis depending on the nature of the underlying portfolio of financial instruments.

At each reporting date, the Fund assesses whether a financial asset or group of financial assets is credit impaired.
The Fund considers a financial asset to be credit impaired when one or more events that have a detrimental impact
on the estimated future cash flows of the financial asset have occurred or when contractual payments are 90 days
past due.

Significant increase in credit risk

in assessing whether the credit risk on a financial instrument has increased significantly since initial recognition,
the Fund compares the risk of a default occurring on the financial instrument as at the reporting date with the risk
of a default occurring on the financial instrument as at the date of initial recognition. In making this assessment,
the Fund considers both quantitative and qualitative information that is reasonable and supportable, including
historical experience and forward-looking information that is available without undue cost or effort.

12
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Notes to the Financial Statements — 31 December 2025

The Fund regularly monitors the effectiveness of the criteria used to identify whether there has been a significant
increase in credit risk and revises them as appropriate to ensure that the criteria are capable of identifying
significant increase in credit risk before the amount becomes past due.

The Fund assumes that the credit risk on a financial instrument has not increased significantly since initial
recognition if the financial instrument is determined to have low credit risk at the reporting date. A financial
instrument is determined to have low credit risk if:

(1) The financial instrument has a low risk of default,

(2) The borrower has a strong capacity to meet its contractual cash flow obligations in the near term, and

(3) Adverse changes in economic and business conditions in the longer term may, but will not necessarily, reduce
the ability of the borrower to fulfil its contractual cash flow obligations.

Definition of default and write-off policy

The Fund categorize receivables as default when the amount is >90 days past due or there is evidence indicating
the asset is credit-impaired. The amount is written off when there is evidence indicating that the debtor is in
severe financial difficulty and the Group has no realistic prospect of recovery.

Measurement of ECLs

ECLs are probability weighted estimates of credit losses and are measured as the present value of all cash shortfalls
discounted at the effective profit rate of the financial instrument. Cash shortfall represent the difference between
cash flows due to the Fund in accordance with the contract and the cash flows that the Fund expects to receive.
The key elements in the measurement of ECL include probability of default (PD), loss given default (LGD) and
exposure at default (EAD). The Fund estimates these elements using appropriate credit risk models taking into
consideration the internal and external credit ratings of the assets, nature and value of collaterals, forward looking
macro-economic scenarios etc.

Presentation of allowance for ECL in the statement of financial position

Loss allowances for ECL are presented as a deduction from the gross carrying amount of the financial assets for
financial assets carried at amortised cost.

Financial liabilities and equity
Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the Fund are recognised at the proceeds received, net of direct
issue costs.

Financial liabilities

All financial liabilities are classified as measured at amortized cost. Financial liabilities at amortized cost are initially
measured at fair value and subsequently measured at amortized cost using the effective profit method.

13
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Notes to the Financial Statements — 31 December 2025

2.5

2.6

Fair value measurements

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:

o In the principal market for the asset or liability, or

e In the absence of a principal market, in the most advantageous market for the asset or liability
The principal or the most advantageous market must be accessible to by the Fund.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

The Fund uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:

e Llevell - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

e level2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable;

e level3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

For financial instruments quoted in an active market, fair value is determined by reference to quoted market
prices. Bid prices are used for assets and offer prices are used for liabilities. The fair value of investments in mutual
funds, unit trusts or similar investment vehicles are based on the last published net assets value.

For unquoted financial instruments, fair value is determined by reference to the market vaiue of similar
investments, discounted cash flows, other appropriate valuation models or their quotes.

For financial instruments carried at amortised cost, the fair value is estimated by discounting future cash flows at
the current market rate of return for similar financial instruments.

The fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the fund determines
whether transfers have occurred between levels in the hierarchy by re-assessing categorisation {(based on the
lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the fund has determined classes of assets and liabilities on the basis of
the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained
above.

Cash and cash equivalents

Cash in hand and demand and time deposits with banks whose original maturities do not exceed three months
from the date of placement are classified as cash and cash equivalents in the statement of cash flows.
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2.7

2.8

2.9

2.10

2.11

Redeemable units

The Fund issues redeemable units, which are redeemable at the holder’s option and are classified as equity in
accordance with the amendment to IAS 32. The redeemable units can be put back to the Fund at any time for cash
equal to a proportionate share of the Fund’s net asset value.

If the redeemable units’ terms or conditions change such that they do not comply with the strict criteria contained
in the amendment, the redeemable units would be reclassified to a financial liability from the date the instrument
ceases to meet the criteria. The financial liability would be measured at the instrument’s fair value at the date of
reclassification. Any difference between the carrying value of the equity instrument and fair value of the liability
on the date of reclassification would be recognised in equity.

The units are issued and redeemed at the holders’ option at prices based on the Fund'’s net assets value per unit
at the time of issue or redemption. The Fund’s net asset value per unit is calculated by dividing the total equity
with the total number of outstanding redeemable units.

Revenue recognition

Gains and losses on sale of investments represent the difference between the selling price and the investment’s
carrying value. Realized gains or losses are recognized in the statement of profit or loss and other comprehensive
income.

Dividend income is recognized when the right to receive payment is established.
Distributions payable to unit holders

Dividend distribution to the Fund’s unit holders is recognised as a liability in the Fund’s financial statements in the
period in which dividends are approved by the regulatory authority.

Foreign currencies

Fund’s functional currency is the Kuwaiti Dinar. Foreign currency transactions are recorded in Kuwaiti Dinars at
the exchange rates prevailing at the trade date of the transactions. Monetary assets and liabilities in foreign
currencies at year end are converted into Kuwaiti Dinars at the exchange rates prevailing at the statement of
financial position date. Resultant exchange gains or losses are taken to the statement of profit or loss and other
comprehensive income.

Significant accounting judgments and estimates

The preparation of financial statements in conformity with IFRS Accounting Standards as issued by IASB requires
management to make estimates and assumptions that may affect amounts reported in these financial statements,
as actual results could differ from those estimates. It also requires management to exercise its judgment in the
process of applying the Fund’s accounting policies. Judgments and estimates that are significant to these financial
statements are shown below:

Classification of financial assets

The Fund determines the classification of financial assets based on the assessment of the business model within
which the assets are held and assessment of whether the contractual terms of the financial asset are SPPP on the
principal amount outstanding. Refer note 2.4 for classification of financial assets for more information.

Contingent liabilities/liabilities

Contingent liabilities are potential liabilities that arise from past events whose existence will be confirmed only by
the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the
entity. Provisions for liabilities are recorded when a loss is considered probable and can be reasonably estimated.
The determination of whether or not a provision should be recorded for any potential liabilities is based on
management’s judgment.
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Measurement of the expected credit loss allowance

Loss allowances for financial assets are based on assumptions about risk of default and expected loss rates. The
Fund uses judgement in making these assumptions and selecting the inputs to the impairment calculation, based
on the Fund’s past history, existing market conditions as well as forward looking estimates at the end of each

reporting period.

Any changes in the estimates and assumptions used as well as the use of different, but equally reasonable
estimates and assumptions may have an impact on the carrying values of the above assets.

Bank balances
This represent balances with local Islamic banks.

Investments at fair value through profit or loss

These represents mainly investments in equities listed on Boursa Kuwait.

The sectoral classification of investments at fair value through profit or loss is as follows:

Banks

Industrial
Telecommunication
Qil and gas

Real estate

Basic material

Other receivables

Balance receivable from broker
Prepaid expenses

Other payables

Accrued management fees

Accrued custodian fees and investment controller fees
Redemption payable

Others
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Kuwaiti Dinars

2025 2024
26,984,541 25,131,644
8,853,548 9,863,488
3,409,311 6,644,558
1,557,408 1,090,700
5,533,976 766,481
- 9,750
46,338,784 43,506,621
Kuwaiti Dinars
2025 2024
10,266,895 1,526,985
5,311 2,013
10,272,206 1,528,998
Kuwaiti Dinars
2025 2024
151,858 117,151
18,143 14,288
1,882 -
8,448 11,872
180,331 143,311
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7.

10.

Share capital

The Fund is an open-ended fund with fund capital varying from 2,000,000 units to 200,000,000 units (2024:
2,000,000 to 200,000,000 units) with nominal value of KD 1 per unit (2024: KD 1 per unit). These units are issued
and redeemed at the unit holders’ option at prices based on the value of the Fund’s net assets at the time of
issue/redemption which is done on a weekly basis.

The movement analysis of redeemable units is as below:

Number of units

2025 2024
Balance at beginning of year 22,103,326 22,107,022
Subscriptions during the year 64,616 5,214
Redemptions during the year (51,113) (8,910)
Balance at end of year 22,116,829 22,103,326

As of 31 December 2025 one unitholder holds 16,500,000 units representing 74.60% (2024: one unitholder holds
16,500,000 units representing 74.65%) of the issued units of the Fund.

Equalization reserve
Shortfalls/surpluses of par value on subscriptions/redemptions are taken to the equalization reserve.

Net asset value per redeemable unit

2025 2024
Net assets attributable to redeemable unit holders (Kuwaiti Dinar) 57,334,615 45,115,677
Number of units 22,116,829 22,103,326
Net asset value per redeemable unit (Kuwaiti Dinar) 2.592 2.041

Net assets attributable to redeemable unit holders represent the total equity of the Fund.
Related party transactions

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 Fund Manager is paid an annual fee of 1 % (2024: 1%) of the Fund’s net asset value calculated weekly and
paid quarterly.

Transaction with Fund Manager is disclosed in the statement of profit or loss and other comprehensive income
and related accruals including subscription fees are disclosed in note 6. The Fund Manager has not subscribed for
any units during the year.

The Fund Manager is required to hold a minimum of KD 250,000 of the Fund’s subscribed units subject to a
maximum of 75%. As at 31 December 2025, Fund Manager holds 5,292,224 redeemable units amounting to
KD 13,719,310 representing 23.93% of outstanding units (2024: 5,292,224 redeemable units amounting to
KD 10,802,097 representing 23.94% of outstanding units).

Fund custodian and investment controller fees

The Fund Custodian and Investment Controller fees is paid an annual fee of 0.125% (2024: 0.125%) of the Fund’s

net asset value calculated weekly and paid on quarterly basis.
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11.

12.

Fair value of financial instruments
Some of the Fund’s financial assets are measured at fair value at the end of each reporting period.

The following table shows an analysis of investments at fair value by level of the fair value hierarchy:

Level 1 Level 2 Level 3 Total
2025 46,242,037 - 96,747 46,338,784
2024 43,506,621 - - 43,506,621

There were no transfers between level 1, 2 and 3 during the year.

Unquoted equity security is valued based on level 3 inputs. Valuation technique used for fair valuation is applying
a market multiple adjusted for illiquidity discount factor. Key input used for valuation is illiquidity discount factor.
If illiquidity discount factor applied is higher/lower by 5%, fair value of investment will be lower/higher by KD
6,910 (2024: Nil) and profit for the year will be lower/higher by KD 6,910 (2024: Nil).

The following table shows a reconciliation of the opening and closing amount of level 3 financial assets.

Kuwaiti Dinars

2025 2024
Change in fair value 96,747 -
Balance at the end of the year 96,747 -

For financial instruments carried at amortized cost, fair values are not materially different from their carrying
values and is used only for disclosure purpose. Fair value of such financial instruments are classified under level 3
determined based on discounted cash flow basis, with most significant inputs being the discount rate that reflects
the credit risk of counterparties.

Financial risk management

The Fund’s use of financial instruments exposes it to a variety of financial risks such as market risk, credit risk and
liquidity risk. The Fund maintains positions in a variety of financial instruments based on the Fund Manager’s
investment management strategy, which is primarily driven by the Fund’s investment objective as described in
note 1. Asset allocation is determined by the Fund Manager who manages the distribution of the assets to achieve
those objectives. Risk management is carried out by the Fund Manager in accordance with the policies and
procedures in place.

The significant risks that the Fund is exposed to are discussed below:
Market risk

Market risk is the risk that an enterprise may incur financial losses due to adverse movements in market price of
investments, profit rates and foreign currency rates. The Fund’s equity instruments are susceptible to market
price risk arising from uncertainties about future prices of the instruments. According to the Fund’s Articles of
Association, as amended, the Fund is required to adopt a balanced investment policy through a careful selection
of securities and other financial instruments within specified limits that aims to reduce market risk. The Fund’s
overall market positions are monitored on a regular basis by the Fund Manager.

(a) Equity price risk

Equity price risk is the risk that value of the instrument will fluctuate as a result of changes in equity market prices,
whether caused by factors specific to an individual investment, issuer or all factors affecting all instruments traded
in the market.
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The Fund is exposed to equity price risk because majority of the Fund’s financial assets are quoted equity
investments held and classified in the statement of financial position as fair value through profit or loss and
therefore all changes in market conditions will directly affect statement of profit or loss and other comprehensive
income. The Fund Manager moderates this risk through a careful selection of securities with specified sectoral
limits within the local market. Details of investments at fair value through profit or loss and sectoral classification
of listed equity investments at the statement of financial position date are disclosed in note 4.

99.79% (2024: All) of the Fund’s equity investments are listed in the Kuwait Stock Exchange. A 5%
increase/(decrease) in equity indices, with all other variables held constant, would have increased/(decreased)
the net profit for the year by KD 2,677,969 (2024: increased/(decreased) the net profit for the year by KD
2,636,392).

(b) Profit rate risk

Profit rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market profit rates. The Fund has no financial instruments with profit rate risk and therefore, the Fund
is not exposed to profit rate risk.

(c) Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The Fund does not hold assets denominated in currencies other than the
Kuwaiti Dinar, the functional currency. Therefore, the Fund is not exposed to currency risk.

Credit risk

Credit risk is the risk that counterparty to a financial instrument will fail to discharge an obligation or commitment
that it has entered into with the Fund. The carrying amounts of financial assets best represent the maximum credit
risk exposure at the statement of financial position date. At the reporting date, the Fund’s financial assets exposed
to credit risk amounted to the following:

Kuwaiti Dinars

2025 2024

Bank balances 903,956 223,369
Other receivables 10,266,895 1,526,985
11,170,851 1,750,354

The Fund minimizes credit risk by placing funds with financial institutions of high credit rating and transacting
principal business with counter parties of repute. All bank balances are assessed to have low credit risk at each
reporting date as they are held with reputable banking institutions of investment grade rating. The Fund manages
credit risk with respect to other receivables in the nature of financial assets by periodic evaluation of their credit
worthiness and continuously monitoring the past due outstanding amounts

ECL on bank balances and other receivables in the nature of financial assets are immaterial as of 31 December
2025 and 2024.

Liquidity risk
Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet commitments
associated with financial instruments. The Fund’s liabilities mature within a period less than three months. The

Fund’s constitution also provides for weekly redemption and is therefore exposed to liquidity risk of meeting unit
holders’ redemptions at any time.
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13.

14.

15.

The Fund Manager’s policy to manage liquidity risk is as follows:

1. Investing majority of its assets in investments that are traded in an active market and can be readily disposed
of.

2. To have liquid assets equal to anticipated redemptions.

3. The Fund’s redemption policy only allows for redemptions on every Thursday and unitholders must provide
three days’ notice.

4. The Fund may also arrange for short term finance of up to ten percent (10%) of the Funds total value to meet
maturing commitments or for redemption of units.

As at the reporting date 99.83% (2024: 100%) of the total assets of the Fund are liquid, comprising of bank balance,
broker receivable balance and quoted equity investments traded in an active market. All the assets and liabilities
are short term in nature.

Capital risk management

The Fund defines capital as the total equity as shown in the statement of financial position. The amount of capital
can change significantly as the Fund is subject to periodical subscriptions and redemptions at the discretion of unit
holders. The Fund’s objective when managing capital is to safeguard the Fund’s ability to continue as a going
concern in order to provide returns for unit holders and benefits for other stakeholders and to maintain a strong
capital base to support the development of investment activities of the Fund.

In order to maintain or adjust the capital structure, the Fund’s policy is to perform the following:

e Monitor the level of weekly subscriptions and redemptions relative to assets it expects to be able to liquidate
within three months and adjust the amount of distributions the Fund pays to redeemable unit holders.

e« Redeem and issue new units in accordance with the constitutional documents of the Fund, which include the
ability to restrict redemptions and require certain minimum holdings and subscriptions.

The Fund Manager monitors capital on the basis of the value of net assets attributable to redeemable unit holders.
During the year, the Fund has fuily complied with all its externally imposed capital requirements.

Segment information

The Fund is organised into one main business segment, which is to achieve capital appreciation by investing in
Shari’a compliant local shares which are listed on the Boursa Kuwait, Initial Public Offerings, Islamic funds and
other Islamic instruments. The Fund maintains all its assets and liabilities inside Kuwait. This segment is based on
reports reviewed by the Fund Manager.

Taxation

The Fund is not subject to taxation in Kuwait.
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