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Statement of the Mudarib

In the Name of Allah The Beneficent The Merciful

W 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), | am pleased to present to your Honourable
Committee the Awgaf Properties Investment Fund's annual report on its poerations and activities
for the second fiscal year ended on 29 Dhul Hijjah 1424,

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

Please accept the assurances of my highest consideration.

\%Mmk

Dr. Ahmad Mohamed Ali

President, Islamic Development Bank
Chairman, Supervisory Committee
Awqaf Properties Investment Fund
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Representations

\
* Presentation of Information
ﬁ Basis of Presentation
|

This annual financial report is prepared in accordance with AAOIFI standards which differ in some respects from the |IAS. Comparative amounts have been
reclassified to accord with presentations made in 1423, except where otherwise stated.

Currency of Presentation

All currency amounts are expressed in US dollars unless otherwise stated.
Certain Definitions and Glossary
The Fund adopts the Hijri calendar for its reporting. Therefore, the fiscal year ended 29 Dhul Hijjah 1424 is referred to as the second year and subsequent years will ”

be referred to in a corresponding manner.The abbreviations $m and $bn represent millions and thousand of millions (i.e. billions) of US dollars respectively. Financial W
statements means the Fund's financial statements for the year ended 29 Dhul Hijjah 1424 and 30 Dhul Hijjah 1423 included in this report.

A glossary of some of the key terms used in this annual report is contained in page 5.

Forward Looking Statements

, This annual report contains certain 'forward looking statements'. The intention of these statements is to provide prospective information about the Fund. They are
not meant to be guarantees of future performance or budgetary forecasts.

Nothing in this Annual Report 1424 is, or should be taken as, an offer of units or securities in the Awgaf Properties Investment Fund for issue or sale, or an invitation
to apply for the issue or for the repurchase of such units or securities.
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ESTABLISHMENT OF THE FUND




Establishment of the Fund

Introduction

During the 6th Conference of the Ministries of Awgaf and Islamic Affairs of OIC member
countries held in Jakarta, Indonesia on 29th October 1997, the Islamic Development Bank
articulated its vision of a global fund for the development of and investment in Islamic
awqaf properties. This vision came from the Bank's own mission as an Islamic
developmental institution and its recognition of the important role that the wagf as an
Islamic financial institution, has played in the economic and social development of the
Islamic society. Nine other founding institutions shared the Bank's view and saw the
opportunity to create a fund that would provide long-term financing support from a
stable base and have a global footprint.

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

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.

As manager of the Fund, the Mudarib seeks to ensure that participants are well rewarded
for their investment, consistent with the risks involved and comparable to other similar
investments, however, APIF goes further than that. As a fund dedicated to the purpose of
Islamic awqaf, the Fund owes responsibility to the ultimate beneficiaries of the waqfs, i.e.
the needy, the destitute, the orphan, the elderly and the handicapped.

Financial Resources of the Fund

The Fund's Regulations have set the initial financial capital at USS$ 50 million, divided into
5,000 certificates, with a value of US$ 10,000 each. The Regulations also provide that the
minimum subscription in the Fund be US$ 1 million. The Participants' Committee has
since approved to increase the capital of the Fund to US$100 million.

The IDB Board of Executive Directors, in its 185th meeting, approved the subscription of
IDB by an amount of US$ 20 million representing 40% of the total subscribed capital of
the Fund. Twelve other participants including ministries of awqaf, awgaf organizations
and Islamic banks have subscribed in the capital of the Fund. The names of participants
and the amounts subscribed are given in Annex-|.

IDB Support

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

IDB, as part of its commitment to the development of Awqaf properties, has made
significant efforts on research and publications, and has also convened conferences
aimed at the revival of the Sunnah of Wagf. DB has also been instrumental in developing
Awqaf as a modern institution at the macro level. To achieve this objective, the IDB
established the World Wagf Foundation (WWF) which aims to establish a network of wagf
institutions that would undertake Shariah compatible charity activities, support waqf
institutions, contribute to the alleviation of poverty, etc.
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Economic Highlights

Economic Performance of the IDB Member Countries

The IDB group of 55 member countries is characterized by diversity of geographic spread
and economic structures. According to World Bank classification, 5 member countries of
the IDB are in the high income group; 7 member countries belong to the upper middle
income group; 14 member countries belong to the lower middle income group; and 29
member countries belong to the low income group.

Real GDP Growth Rates

The GDP growth rate of the IDB member countries was recorded at 5.32 percent in 2003,
which is slightly higher than the growth rate of 4.70 percent in 2002 (see Table 1 below).

Table-
SELECTED ECONOMIC INDICATORS OF IDB-MEMBER COUNTRIES IN 2002 AND 2003

| Real GDP Trade Balance Current Account S
| Growth Rates (% of GDP) (% of GDP Debt Service Ratio*

] o % ﬁ [ % , % | =
| Years 003 | 2002 | oo | 2003 | 2002 | crange 2003 | 2002 | pono | 2003 % 00 | Giarge |
; AllMembers | 532 | 470 | 1320 | 755 | 708 | 664 360 | 27 36.16 | 1554 _ 16.54 _ -6.04

pum— ————— e =S U — - — {
ﬁ IDB -LDMC 543 | 516 | 5.23 “;_,No -4.25 - 553 | -479 | -1545 | 11.28 W 11.82 _ 456 u

— e = R e S —l ol ——
, [ . , [
Ml Developing | =os | 483 | 3147 | 337 | 282 | ase 170 | 133 | 2782 | 1812 | 1965 7.78
Countries _ _ H |

* (% of the Total Exports)

Source: IDB Annual Report 1424H (2003-2004)

The IDB-LDMCs group recorded GDP growth rates of 5.16 percent and 5.43 percent in
2002 and 2003, respectively. As a result of the implementation of wide ranging economic
reforms, the LDMCs continued to outperform the economic growth rates achieved by
other IDB member countries as a group.

1
The State of Palestine is nof
treated as a low income cou

ly classified by the World Bankin any one of its income groups. However, for the purpose of subsequent calculations, the State of Pzlestine is

Saving and Investment Rates

The national savings rate, as a percent of GDP in IDB member countries increased slightly
from 24.22 percent in 2002 to 25.17 percent in 2003. The overall investment rate is
indicated by the percentage ratio of gross fixed capital formation to the GDP.In 2003, the
overall investment rate by IDB member countries was recorded at 21.32 percent, which is
still below the investment rate achieved in 1999,

In 2003, IDB-LDMCs recorded their highest investment rate of 21.72 percent, which is
slightly higher than the overall investment rate of all IDB member countries as a group.

Current Account and Trade Balances

As percentage of GDP, the current account surplus of IDB member countries as a group
increased from 2.71 percent in 2002 to 3.69 percent in 2003, while the current account
deficit of the IDB-LDMCs group deteriorated from 4.79 percent in 2002 to 5.53 percent in
2003.

The trade surplus, as percentage of GDP, of the IDB member countries increased slightly
from 7.08 percent in 2002 to 7.55 percent in 2003. In 2003, the total exports of IDB
member countries rose by 13.47 percent to reach US$ 699.1 billion while the total
imports rose by about 12.73 percent to reach US$ 473 billion.

The trade deficit, as percentage of GDP, of the LDMCs group remained practically
unchanged at about 4.3 percent in both 2002 and 2003.The growth rate of total exports
of goods and services by LDMCs almost doubled to 14 percent in 2003 to reach US$
26.55 billion. In 2002, the merchandise imports of LDMCs group increased by 8.4 percent
and, in 2003, the imports growth rate increased by 15.4 percent to reach US$ 30 billion.







