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Mission Statement

The Awqaf Properties Investment Fund (APIF)
in line with its objectives, strive to mobilize
funds to promote and develop the Awqaf
properties worldwide and revive awareness of
Islamic Sunnah of Waqf and to augment the
IDB goals of social and economic development

of its member countries and other societies.




In The Name of Allah The Beneficent The Merciful

STATEMENT OF THE MUDARIB

The Honourable Members of the
Participants Committee of the
Awqaf Properties Investment Fund

Dear Brothers

Assalamu Alaikum Warahmatullahi Wabarakatuh

On behalf of the Islamic Development Bank (IDB), the Mudarib of the Fund, | am
pleased to present to your Honourable Committee the Awqaf Properties
Investment Fund's first report on its operations and activities for the period
1%t Rajab. 1422H to 30" Dhul Hijjah, 1423H.

This report also includes the financial statements of the Fund in accordance with
Article 17 of the Fund’s Regulations.

Please accept the assurances of my highest consideration.

A

Dr, AMad Mohamed Al

sident, Islamic Development Bank
Chairman, Supervisory Committee
Awqaf Properties Investment Fund
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CHAPTER 1
Establishment of the Fund

I Introduction

Throughout Islamic history, the institution of Waqf has played an important role
in the economic and social development of the Islamic society. It represents a
permanent source of financing of socio-economic projects that aim at helping people in
necessitous circumstances. However, the waqf as an Islamic institution, over the years,
has been adversely affected by negligence and lackadaisical effort such that awgaf
properties in many countries are lying idle or are generating below market return due to
lack of funding and technical support. Hence came the idea of establishing The Awgaf
Properties Investment Fund (APIF).

During the 6™ Conference of Awqaf and Islamic Affairs Ministers of OIC
Member Countries, which was held in Jakarta, Indonesia, during the period 29™ October
— 1*" November 1997, the Islamic Development Bank presented a Paper on the need of
an Investment Fund and recommended the establishment of a fund for the development
of, and investment in Islamic wagfs in all countries. This recommendation came out of
IDB’s conviction that the goals of the wagqf institutions which can be achieved are very
much depending on the development of awgaf properties.

In implementing the decisions of the 6™ Conference of Awgaf and Islamic
Affairs Ministers of OIC Member Countries, IDB organized a workshop, which was
held at the IDB headquarters in Jeddah during the period 20-21/8/1419H (9-
10/12/1999). The Workshop was attended by representatives of some ministries of
Awgaf, in addition to representatives of some Islamic banks. The Workshop
recommended establishment of a fund aiming at investment of awgaf properties under
the management of IDB as a Mudarib (Manager) in accordance with the provisions of
Article 23 of the IDB Articles of Agreement. The workshop also recommended
establishment of a technical committee to formulate the proposed by-laws and
memorandum of understanding. The feasibility study was prepared by Islamic
Corporation for the Development of Private Sector (ICD) and reviewed by Arthur
Andersen in June, 2000.

In its 185™ Meeting, the IDB Board of Executive Directors approved
establishment of the Fund as per Resolution No. BED/15/02/420(185)26. The IDB also
approved in the said Board of Executive Directors (BED) meeting the By-Laws
(Regulations) of the Fund and the Memorandum of Understanding signed between the
IDB and the Ministries/Departments/Institutions of Awgaf and Islamic banks and
financial institutions.




Il. Inaugural Meeting

The Fund's inaugural meeting took place on 9.11.1421H (3.2.2001G). It was
attended by all ten founding members. At the meeting, the founding subscribers signed the
Memorandum of Understanding for the establishment of the Fund. Their total
subscriptions amounted to US$ 51 million. The Fund is open for others to subscribe in
accordance with the procedures provided for in the By-Laws of the Fund.

Two installments of the subscribed capital were called. Each installment
represented 20% of the subscribed capital of the Fund (Annex 1). The third instalment has
fallen due since the date of this report which increased the paid up capital of the Fund to
USS$33 million.

lll. Purpose of the Fund

The purpose of the Fund is to develop and invest, in accordance with the principles
of Islamic Shariah, in Awqaf real estate properties that are socially, economically, and
financially viable, in the member countries of IDB and Islamic communities in non-
member countries,

IV. Financial Resources of the Fund

The Fund’s Regulations have set the initial capital of the Fund at US$ 50 million,
divided into 5,000 certificates, with par value of US$ 10,000 each. The Regulations also
provided that the minimum subscription in the Fund is to be USS$1 million. The
Regulations stipulated that twenty percent of the Fund subscribed capital to be paid within
thirty days from the effective date of the Memorandum of Understanding and the balance
to be paid in four equal yearly installments. The Fund is authorized to mobilize additional
resources in the form of Mugarada Certificates, Leasing Certificates and Co-financing.

The Islamic Development Bank and nine founding subscribers from ministries/
departments/institutions of awqaf and Islamic banks and financial institutions signed the
Memorandum of Understanding on 9.11.1421H. The Memorandum of Understanding
became effective given that two conditions were satisfied as follows:-

1. No less than 10 parties should sign the Memorandum of Understanding

2. The total of their subscription amounting to no less than US$ 25 million.

The Memorandum of Understanding became duly effective as from the date it was
signed.




Subscription in the Capital Stock of the Fund

The IDB Board of Executive Directors, in its 185th meeting, approved the
subscription of IDB by an amount of USS 20 million representing 40% of the total
subscribed capital of the Fund. IDB also reserved the right to reduce its contribution in
the subscribed capital in case of increasing the Fund’s capital.

The Islamic Development Bank invited a number of Awgaf ministries and
Awaqaf institutions, as well as many Islamic financial institutions to subscribe in the
capital of the Fund. A number of these institutions responded immediately to the
invitation; others joined after the convening of the inauguration of the Fund.

The following table gives the names of Awqaf ministries and organizations, and
the Islamic financial institution that have subscribed in the capital stock of the Fund and
the amounts subscribed by each:

Table-1
Subscribers List

No. Name of Subscribing Institution Ammfnt Remarks
Subscribed
1 The Islamic Development Bank, Jeddah USS$ 20 m.
Ministry of Islamic Affairs, Endowments,
- Da’wah and Guidance, Saudi Arabia US$ 15 m.
3 Kuwait Awqaf Public Foundation US$ 5m.
4 Kuwait Finance House US$ 5 m.
= . Subscribgrs fgoan l};lQ
Ministry of Awqaf, Islamic Affairs and have - subscribed their
5 L . US$ 1 m. share in the capital on
?Ogy St;rlmes_‘ J];’fdi“f = - 9.111421H when the
ordan Islamic Bank for Finance an Inaugural Meeting o
s Investment, Jordan Usslm. }Iiulrzif Subscribers was
eld.
) Shamil Bank, Bahrain US$ 1 m.
8 Al-Baraka Islamic Bank, Bahrain USS$ 1 m.
9 Bahrain Islamic Bank, Bahrain USS 1 m.
10 Tadamon Islamic Bank, Sudan USS Im.
11 Faisal Islamic Bank, Egypt USS$ 2 m.
11 and 12 subscribed
12 General Endowments Authority, UAE US$ 2 m. after the said Inaugural
Meeting.
Total USS$ 55 m.
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VIl. IDB Support

IDB, as part of its commitment to the development of Awqaf properties, has made
significant efforts on research, publications and has convened conferences aiming at the
revival of the Sunnah of Waqf. IDB has also been instrumental in developing Awqaf as a
modern institution at the macro level. To achieve this objective, the IDB established World
Wagqf Foundation (WWF) which aims to establish a network of waqf institutions that
would undertake Shariah compatible charity activities, support waqf institutions,
coordinate activities, provide expertise, contribute to the alleviation of poverty and provide
relief aid and develop educational, health and other social programs.

To support the activities of the Fund, the IDB has provided a US$50.0 million line
of financing . In addition, the Bank has approved an amount of US$250,000 for technical
assistance for worthy projects to be used for preparing feasibility studies, project design

concepts and preliminary drawings.
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CHAPTER 11
The Year Under Review

The period from 1/6/1422 to 30/12/1423H represents the first 18 months of operati-
ons.This period was one of both challenges and achievements as the Fund was building
the foundations for its operations:

l. Financial Performance of the Fund

i. Assets of the Fund

Total assets of the Fund amounted to US$ 22.269 million as on 30 Dhul Hijjah
1423H, out of which US$ 18.743 million were invested in short-term murabaha
investments, US$ 2.5 million in Jjarah sukuk issued by the Malaysian Government and
USS 1.0 million in Musharaka. The financial position of the Fund is shown in Chapter V.

ii. Earnings and Returns on Capital

Total income during the first financial period of 18 months from 1% Rajab 1422H
to 30t Dhul Hijjah 1423H was US$ 466,111. Return on paid up capital stood at 2.14%
for this period. On an annual basis the return on paid up capital is 1.43% per annum.

This return should not be taken as an indication of the future performance of APIF;
it is rather an indication of the market returns on liquid assets. It may be noted that the
project development cycle of real-estate projects is 2-4 years. In order to alleviate the
impact of these factors, APIF is considering to finance newly built up waqf properties and
to adopt BOT as a mode of financing for suitable projects with due attention to risks. The
rate of return is expected to improve accordingly.

iii. Operational Performance

The APIF's first 18 months of operation showed a reasonable achievement. APIF
participated in & real estate projects during the period under review, as shown in the
following paragraphs:




APIF projects jointly financed with IDB (1422H)

During its first six months of operations, APIF acquired shares in three
waqf property projects that were previously approved by the IDB
management. The APIF participation is equivalent to US$ 1 million in each
project as shown in the table-1:

Table-1
List of Projects Approved in 1422H

(Amounts in US$ Million)

Project Country Mode of Beneficiary Project APIF IDB Awgqaf
Financing Cost Contri- Contri- Authorities
bution bution
Awgaf Kuwait Financed by way | Kuwait 33.5 1.0 16.3 16.2
Commercial of  diminishing | Awgaf Public
Tower (As- participation. Foundation
Salam Project is
Tower). completed
Expansion Kuwait Financed by way | Kuwait 20.7 1.0 14.7 5.0
of Awqaf of  diminishing Awgaf Public
Comml. participation. Foundation
Complex. Project is under
implementation
Awqaf Ajman, Financed by way | Ministry of 345 1.0 2.15 0.30
Comml. UAE of Istisna’. Justice &
Building Project is under | Islamic Affairs
implementation
Total: 57.65 3.0 33.15 21.50

APIF projects jointly financed with IDB (1423H)

The second group of projects under Table-2 are those that were identified,
appraised and approved by APIF in 1423H. The total cost of the 5 projects is
US$28.26 million, where APIF participated with US$8.0 million . The balance
financing was provided from the IDB-Line (US$11.03 million) and the respective
Awqaf authorities (US$9.23 million). The projects details are shown in table-2:




Table-2
List of Approved Projects in 1423H

(Amounts in US$ Million)

No Project Country Mode of Beneficiary Project APIF. IDB. Swal
Name Financing Cost Contri- Contri- Author-
bution bution ities
1 | Housing Sharjah, Financed by Awqaf General 3.41 2.0 1.0 0.41
Project in Al UAE way of Trust Sharjah
Khan Area. IJjarah.
2 | Wagf KSA Financed by | AlMadinah 7.84 2.0 1.7 4.14
Building at way of AlMunawarah
the Central Tjarah. Research &
Bistocl Studies Center
3 | AlAwqaf Palestine | Financed by Ministry of 38 1.0 2.1 0.7
Commercial way of Awqaf &
Complex in Tjarah. Religious
S Affairs
4 | Juffair Office Bahrain Financed by Ministry of 8.98 2.0 4.69 2.29
Tower Project way of Islamic
Tjarah. Affairs- Sunni
Wagf
Directorate
5 | AlRashidiyah | Ajman, Financed by | Al-Rashidiyah 4.23 1.0 1.54 1.69
Islamic UAE way of Islamic School
School Tjarah.
Project
Total: 28.26 8.00 11.03 9.23

iv. APIF's Operational Plan

The table-3 below is showing the comparison of APIF Operational Plan against
actual approved projects during 1422-1423H:

Table-3
Operational Plan Versus ACTUAL Approved Projects 1422-1423H

(Amounts in US$ Million)

IDB %o of IDB
Oper- Total APIF . % of APIF .
No Year ational Cost of Contri- (I:)O:im- 'Il‘:tal A.PIF contribution Group financing
Plan | Projects* | bution S HIARCINE: [ foithe budget to the total
projects cost
1422 H 0 0
1 (6 Months) 10.0 57.65 3.0 16.30 19.30 30% 33.5%
2 1423 H. 50.0 28.26 8.0 11.03 19.03 38% 67.3%
Total
(18 Months) 60.0 85.91 11.0 27.3 38.3 63.8% 44.6%

* Including land cost.
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In 1422, the first six months of APIF's operations, APIF approved three awqaf
projects for US$3.0 million which represents 30% of the operational plan of US$10.0)
million. IDB contribution was US$19.3 million which represents 1.93 times the
operational target.

In 1423H, a total of five projects were approved by APIF Management
Committee. The total approvals in 1423H were US$ 19.03 million, representing 38% of
the operational target of US$50.0 million.

In total, during 18 months period, the approvals of US$ 22.03 (US$ 11.0
million from APIF and US$ 11.03 from IDB Line) represents 36.6% of the budget of
USS$ 60 million for the same period. The contribution of APIF in the approved projects
is amounting to US$ 11.0 million which represents 50% of its paid up capital (US$22.0
million) as of 30/12/1423H.

The following table-4 is showing the APIF Operational Plan for 1424H:

Table-4
Operational Plan 1424H

(Amounts in USS$ '000)

No Year Ope;f;:’“”' Con‘:‘r’i’;ﬁ e IDB Line Client Others
1 1424 H 53.0 | 100% | 10.0 | 19% | 20.0 | 38% | 10.0 | 19% | 13.0 | 24%

. Approved and Disbursed Amounts

The amounts approved and disbursed as of 30 Dhu AlHijjah, 1423H are shown
in table-5 below:

- Amounts approved for financing Awgqaf projects stood at US$ 27.03
million (US$22.03 million for project financing and US$5.0 million for
Ljara sukuk).

- Amounts disbursed for projects and sukuk stood at US$ 3.5 million.







