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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.




24H

REPORT

ANNUAL

Ay unwiwod diwe|s| ay3 03 [epyauaq sasodind 1ay1o pue uoiednpa Jo JusawadueApe
3y} ‘uoibyjas JO JUBWBdURAPE AY) 'SSAIISIP 10 SSBUDIS JO Jalja1 Yy ‘pabe ayl jo spaau
3y} 03 1938 “A11anod uonielnsjje se yons sasodind a|qeilieyd |esauab 10) pajeuop 13sse uy

jbepm

puoq 3|qiedwod-yeueys paydeq-13ssy - ymyns
jbem e jo 1abeuew 10 921sNy| - 19zeN

an|eA 1assy 19N - AVN

yueg jusawdojaAaq Jwels| - quepnpy

suoneiado bupueury uo pauses uibiew jijouid - dn-yaep
dley paiay o Hueg-ia1u| uopuot - doan

asea| |eyded 10 adueUl W) WNIPS - asea
$311)UN0d Jaquiaw padojanap 1sea - SWai
yueg Juawdo|anaq dlwels) - aal

spiepuels Bununoddy |euolieulalu| - syl
pun{ Juawisaau| sajuadoud jebmy - pung
|ended 01 uonNqIuod suedidilied - Aynb3

$921N0S31 UMO S, pun4 ay) wouy papiaoid aie spuny yoiym ui bupueuly A1INba-uoN - Bupueuy 1311

19jsuel] - ayesadQ - pling - 109

Buidueuyy jo yuaididal y - Aiepyauag

yueg uswdojanaq d1wels| - jueg

uonelado Jo 133foid e 10j quepnyy 3yl Aq paaoidde Aauow Jo Junowy - |enosddy

pun{ Juawisau| sanuadoid jebmy - 41dY

Jbem juauewniad se pjay Auadoud |eay - jebmy

SuoIIN}IISU| [BIDURUL dlwe|s| o) uoneziuebig bunipny pue bununoldy - 1H10VY
CO_uﬁ_..Umw—u joug pash wia)]

=

Kiesso|n




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.
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ANNUAL REPORT 1424H

The Awqaf Sector

AWQAF PROPERTIES INVESTMENT FUND 1424H (2003-2004)

Awqaf as a Socio-Economic Sector

Awqaf has been a distinctive feature of the socio-economic makeup of the Islamic society.
Itis a non-profit, non-governmental sector that operates for altruistic purposes that Islam
regards as charitable. Charitable purposes include the alleviation of poverty, catering to
the needs of the aged, the relief of sickness or distress, the advancement of religion, the
advancement of education and other purposes beneficial to the Islamic community.

Awqaf Organizations

Awqaf organizations are non-profit entities that are established to promote, provide,
oversee or carry out activities, facilities, projects or properties for the benefit or welfare of
the community or any group members who have a particular need by reason of youth,
age, infirmity or disablement, poverty or social or economic circumstances. An entity for
these purposes includes a trust, corporation, unincorporated association, or government
agency. Of course, not all entities that are beneficial to the community are charitable. A
waqf entity must be set up for purposes that Shariah regards as charitable. These
purposes are not limited to a finite list and may include Islamic heritage, culture, disaster
relief, assistance to newlyweds and stray animals.

Types of Waqf

The classification of Awgaf is based on the type of beneficiaries for whom the wagf asset
(Al Mawqoof alaiyhim) is dedicated rather than the type of the asset itself. The three main
categories are:

- Charitable (Khairy) Waqf : The beneficiaries are charitable bodies.

- Familial (Thurri) Waqgf : The beneficiaries are specific individuals or their posterity.
A Familial Waqgf may devolve to a general Charitable Waqf if the family lineage
becomes extinct.

- Joint (Mushtarak) Wagqf : This is a combination of both familial and Charitable Waqf.

Other types of Waqf include self-dedicated wagf where the Wagqif dedicates the proceeds
of the Wagqf to himself during his lifetime. Thereafter, it passes on as a familial or charitable
waqf.

Another type of Waqf of particular interest to APIF is the Waqf with non-
Muslimbeneficiaries. This type of Wagf is most common in Muslim communities in non-
Muslim countries where non-Muslims may benefit from some of the amenities of the

project.

According to its investment guidelines, APIF may consider financing familial (thurri) waqgf
projects provided that at least 50% of the accrued benefit is made as waqf for general
charitable purposes.

Legal Status and Management of Awqaf

From a legal point of view, the ownership of waqf property lies outside the person who
created the waqf. Some Muslim jurists argue that the right of ownership of waqf belongs
to Allah. Others believe that it belongs to the beneficiaries although their ownership is
not complete in the sense that they are not permitted to dispose of the property or use it
in a way different from what was decreed by the founder. This underlies the perpetuity of
the wagf that once an asset is legated as a waqf, it remains a waqf for ever. This
perpetuity concept necessitates that a waqf should be a non-perishable property whose
benefit can be extracted without consuming the property itself.

The permanent nature of waqf resulted in the accumulation of waqf properties all over
the Muslim world. It has been stated that Islam's first waqgfs were the two holy Harams
and the wagfs founded by the Prophet (PBUH) and his (Sahaba) companions. Many other
wagfs have been founded for the service of pilgrims and umrah visitors. Recently large
Awgqaf developmental projects have been springing all over the Kingdom of Saudi Arabia
and the GCC countries. Kuwait, in particular, has a well organized and active Awqaf
organization. In Iran, Awqaf is a major economic force that dovetails into every sector of
the economy. Information extracted from the registers of Awgaf in Turkey, Egypt, Syria,
and Jordan, indicates that lands of Awqaf cover considerable proportion of cultivated
areas and prime urban locations. It has been stated that nearly a quarter of the Turkish
land area is wagf. In Egypt an early survey showed that 600,000 feddan (=0.95 Acre) out
of a total of 2.5 million feddan is wagf. Some of the Awqaf properties in Syria, Iraqg, Jordan
and Lebanon date back to the Ayubites and Mamalik rulers.

In principle, the founder of the waqf (waqif) determines the type of management of the
waqf. The waqf manager (nazer) has the responsibility to administer the wagf property to
the best interests of the beneficiaries. In many Muslim countries, government ministries
or agencies were established for Awqaf. On the other hand, Muslim communities in non-
Muslim countries have organized their Awqaf in accordance with Islamic Shariah within
the limits of prevailing laws and regulations. For instance in India, where there is a
relatively large Muslim minority, a waqf act was adopted at the federal level in 1954 and
the Union Minister of Law was made the supervisory authority on wagf. In the United
States of America, Canada, Australia and other western countries, Muslim communities
administer their waqgf properties in accordance with the 'foundation acts' and laws

regulating trusts, and general charitable organizations.
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Corporate Governance

Corporate governance is a matter of high importance in the Islamic Development Bank.
The Bank manages the Fund in accordance with the principles of Mudarabah. Thus, the
Fund is managed as a financially and administratively separate organization with due
regard to all of the Fund's stakeholders and its role in awqaf affairs. The main corporate
governance practices that were in place during the year to 30 Dhul Hijjah 1424H are
discussed in this section.

The Mudarib of the Fund

The IDB, as Mudarib, is the entity responsible for the Fund. The Bank's Board of Executive
Directors has the overall responsibility of the business of the Fund. It validates and
approves business strategy and business plans, reviews business results and monitors
budgetary controls and ensures compliance with the Regulations, the policies and the
approved investment guidelines and compliance with the rulings of the Shariah Figh
Academy, the standards of AAOIFI and the regulations of the various jurisdictions where
it operates.

New Directors receive an information pack and comprehensive briefings from
management are arranged to enable them to gain an understanding of the business and
issues facing the Group.

Participants Committee

The Participants Committee has the power ta insure implementation of the provisions of
the Fund's Requlations and the guidelines for investment of the Fund's financial
resources, in addition to reviewing and ratifying the Annual Report and final accounts of
the Fund after their approval by the Board of Executive Directors. The Members of the
Participants Committee during the year, are listed in Annex-IIl.

Supervisory Committee

The Supervisory Committee is comprised of the President of the Bank, three members
from the IDB Board of Executive Directors, two members nominated by every participant
holding certificates with a nominal value of US$ 10 million or more and a member for
each participant holding certificates with a nominal value of US$ 5 million or more but
less than USS 10 million. This Committee is responsible for examining the quarterly
accounts of the Fund and for proposing guidelines and policies for the Fund. This
Committee is also responsible for periodic review of the performance of the Fund and for
submitting reports on such performance to the Participants Committee and the Board of
Executive Directors. The Members of the Participants Committee during the year are
listed in Annex IV

The Management Committee

The IDB as mudarib and manager of the Fund established a Fund Management
Committee chaired by the President, IDB and includes senior staff from various
departments of the Bank. The Management Committee has the responsibility to
ensure full compliance with the Regulations and Investment Guidelines, and the
requirements of the statutory authorities in the countries of the Fund's
operations. In addition, the Management Committee considers due diligence
reports and issues relating the Fund's investments. The members of the
Management Committee are listed in Annex-V

Other Committees

Other committees are established from time to time and as required to consider
matters of special importance including capital strategies, major investments and
commitments, capital expenditure, staff appointments and the allocation of
resources.

IVAONNY

LH4Od3d

—l
O




"SJUN0dJe A|1311enb ay) MalAa1 0S|e pue Jeak [eldueUl) 3Y) JO puUd Y1 Je
92U0 }IpNne 113y) 1dnpuod oym bunoy B 1sulg AQ usyeyapun si ipne [euialxa ay|

‘3duanjjul yuswabeuew
INOYIIM (51011pNe [BUI9IXD 3Yy) pue) saakojdwa ||e 01 $$3308 123.Ip Sey ad1j40 PNy
|eusalu| ay] ‘syuawanoidwi pue Aduadya |einpadold jo sealse Ajiiuspl 0} pund
3y} Jo Juawabeuey ayl yum sasiel| ‘quepniy ayl ‘gal Jo 901440 HpNY |eUISIU| 3Y |

"M3IA3I
|PUIIXD pue |eusalul 01 123[gns ale jeyy sywi| pue sainpadosd ‘sadijod ybnoayy
pabeuew aie SaAlleAIIp A} pOWWOd pue SjUAWNISUI |[BIDURUL ‘Juswabeuew
ysed> ‘bujpung ‘suoneziuebio |eusdlxa yim bupyey uonsod saujwialap
‘pun4 ayl Yyi3im uolle}Nsuod Jae ‘yaiym juswiiedaq Ainseal] gq| 2yl Aq pabeuew
ale suonisod abueydxs ubiaio) pue sweibosd buibpay ‘@duejeq pinbij s,pung ayy

'siseq Aj4234enb uo siapjoyitun o3 syodal pung ayj ‘uswabeuep Aq patojiuow
pue 1abpnq 1suiebe pajiodal ale pun4 ayl Jo syjnsal |enide Ajiayienb ‘sainpasoud
|[euaiul snoJobll pue juawWIWWOd SIy} 0} 2duanbasuod e Sy ‘siapjoyliun
pue 13ylew 3yl 0} aINSOISIP JO [dA3| ybry B 0) JUBWIIWWOD B Sey quepnyy ayl

Hunioday pue j013u0) [eusdyu|

"99111Wwo) syued|dilied ay) pue s10323l1Q aAIINI3X]
JO pieog 9yl 01 SaNSSI S JueA3|aL uo sbuipulj syiodal os|e i0llpne |euIIXa
QYL "SYSI Jo Alljelia)ew pue ainjeu 3yl uo qlepNiA Yyl JO 33131WWO0) PNy 3yl
0} syiodas wea) jipne |eussiul ay] ‘swesboid adueinsul pue saajuesenb ajenbape
Aq pa133y0.1d SI pue A}ijigelA 40) PaUaLds s| uolleiado JuawilsaAul yoed suonesado
ssauisng aininy pue bupsixa jo 3jyoid YSII 3y} SIO}UOW PUB SMIIAIDAO
921J0 |043U0D) pue juawabeuepy YsiY S)ueg ay]l ‘S101231lQ dAIINIAXT Jo pieog
2yl Aq pasiopua uaaq sey yaiym Adijod uawabeuep ysiy s,gal Aq parioddns

s1 welboud siyl s Jo Juswabeuew aA13deal URY) Jaylel aAldeold uo paseq
‘welboid yuswabeuew ysii apim-dnoln [ewioy e sey pun4 ayl jo quepnyy ayL

weiboid Juawabeuely ysiy

‘K|sno1as
K1an paieany si ad1desd yons wouj ainyiedsp Auy ‘sme| a|qedidde jje yum
aduepiodde ul pue Ajpuabijip ‘Aiey ‘Aj3sauoy pa1dnpuod ag pinoys Ajunwiwod
9y} yum pue sanuoyine A1oieinbal yym ‘sauenausaq yim ‘peis yum sbuiesp
[|B 18y} $9A1323[qO S, quEepny 3yl S3| ‘pung ayl ul paArjoAul |je woly ajdwexs
Aq os|e 1nq 121pa Aq 1sn[ 10U 1dNpu0od |EJ1Y33 JO Juswabeinodus ay) S| yuenoduwy
Allenba 1nq ‘yueliodwl 246 3S3Y| "IINSO|ISIP PuUB 1S313IUI JO 1D[JUOD ‘pnedy
JO uonuUaAaId ‘SI9M01I0G PUB SI01S3AUI YlIM Suolie|al ‘A3sauoy 1dnpuod jeuostad
19A0d> A3y] sauijapinb |edIYlIa 101435 JO 3dUeAIdSqO 3y} aiinbal sanit Isayy
‘sabenbue| 831yl ul paysiignd aie 1onpuod Jo s3|nJ syueg 3yl ‘sjdwexa 104 "sanss|
|e21y12 uo aduepinb jeuoissajoid pue seapd buipiroid pue ssadoid buiyipne pue
buiiodas ayy buirosdwi uo bBuisndoy ‘spiepuels |euoissajold ybiy buiuiejurew
apnppul jeyy sAem jualaylp Auew ul SJIYld@ 0} JUIWWWOI S} S3assaudxa
gq| ‘yusawabeuew Japun spunj ||e 0} anjeA disuliul Jo buiaq se so1yia spiebal gqy

spiepueis |ed1y13

‘Yyewuwn ayj 03 adlAI9s e se paynsn( Ajpadoud ag isnw yd9(oad
K13A3 ‘UOISSIW B Y}IM puny B sy “jueg ayl JO 39 IWWO0)) yelieys ayy pue Awapedy
ybi4 ayy jo sbuynis ayl yyum adueidwod 10j UOIIIBSURI) UIBD SMIIADI oYM
19sIApe yepeys juapuadapul ue Agq painsse S| pun4 ayl jo adueldwod yerieys
‘Aem Aue ul yerieys ayl woly aleiaap o) jou st adndesd pue Adjjod syueg ayjl

ayueldwo) yeueys

a3ueusanon ajesodio)

130d3d TVANNY

HbZvl




SIN3WALVLS TVIONVNIS
ANV 1d0d3d ,.S4011dny




AUDITOR'S REPORT

Your Excellencies the Chairman and
The Members of the Board of Governors
Islamic Development Bank

April 14,2004

We have audited the accompanying statement of net assets of Awqaf Properties Investment Fund (the "Fund") as of Dhul Hijjah 29, 1424H (February 20,2004) and the related statements of
operations, changes in net assets, cash flows, investments, receivables and financing, and financial highlights, and the related notes for the year then ended. Those financial statements are
the responsibility of the Fund's management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards for Islamic Financial Institutions. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the net assets of the Fund as of Dhul Hijjah 29, 1424H (February 20, 2004) and the results of
its operations, changes in its net assets, cash flows, investments, receivables and financing, and financial highlights for the year then ended in accordance with the accounting standards of
the Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI).

We also note that the fund has followed other accounting stanards with respect to accounting measurement, recognition, presentation and disclosure matters not covered by the AAOIFI
standards, which are disclosed in Note 2 (a).

AL JURAID & COMPANY

i \
-

By:

Omar M, Al Sagga
License Number 369




Financial Statements

Statement of net assets Statement of Oﬂm-_mnmnv:m
Dhul Hijjah 29, 1424H For the year ended Dhul Hijjah 29,1424H (February 20,2004) and for the period from Rajab 1,
(In thousands of United States Dollars) 1422H (September 18,2001) (Date of inception) to Dhul Hijjah 30, 1423H (March 3,2003)

(In thousands of United States Dollars)

Notes 1424 1423 __

Income from: *

ASSETS Notes 1424 1423 Cash and cash equivalent 315 397 ,.
Murabaha financing 12 - v

Cash and cash equivalents 3 13,360 18,744 Investment in ljarah Sukuk 56 69 m
Investment in ljarah Muntahia Bittamleek 5,545 - ,

Investments: Total income 5,928 466 W

ljarah Sukuk 2,500 2,500 £ : m

! o Xxpenses: ,

ljarah Muntahia Bittamleek, net 4 10,542 - _Wmnqmgmzo: 4 4,817) ~ ,
General and administrative ( 18 ( 20)

Receivables: Z
Murabah financing 3,885 - \ Net Income 1,093 446 z
Istisna'a financing 1,000 - i - e e e e e & >

m__ﬁmm_wﬂxm sy s T Statement of changes in net assets 2

Averued income andiother 1 .mwm. 26 For the year ended Dhul Hijjah 29,1424H (February 20,2004) and for the period from Rajab 1, 3

' 1422H (September 18,2001) (Date of inception) to Dhul Hijjah 30, 1423H (March 3,2003) 2

Total assets 35,123 22,270 (In thousands of United States Dollars) =

LIABILITIES Participants' General Retained h

HfMA Capital reserve earnings Total
Accrued mxnmzwm_m and oﬁrm.ﬂ liabilities 5 29 24 Capital contribution from issuance
Accrued Mudarib's share of income 6,8 110 45 | of Certificates (Notes 7 and 8) 21,800 | I 21,800
AR Net Income = = 446 446
Total liabilit 139 69 f
R ,v Mudarib's share of net income - - (45) ( 45)
_, Transfer to general reserve (Note 6) - 80 (80) B
NET ASSETS 34,984 22,201 |
“ Balance at Dhul Hijjah 30,1423H 21,800 80 321 22,201
NUMBER OF CERTIFICATES OUTSANDING 3,360 2,180 _
m Capital contribution from issuance of
Net Income = = 1,093 1,093
/ ) Mudarib's share of net income = = (110) (110)
g = Transfer to general reserve (Note 6) - 219 (219) -
; : ; 1 . Balance at Dhul Hijjah 29,1424H 33,600 299 1,085 34,984 )
The accompanying notes 1 to 12 form an integral part of these financial statements < Ihigaath i : i Lol iyt it
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Financial Statements

Statement of financial highlights

For the year ended Dhul Hijjah 29,1424H (February 20,2004) and for the period from Rajab 1,
1422H (September 18,2001) (Date of inception) to Dhul Hijjah 30, 1423H (March 3,2003)
(Data per share in thousands of United States Dollars)

1424H 1423H
Net asset value at beginning of thr year / period 6.61 -
Capital contribution during the year/period 3.51 10.00
Net Income 0.32 0.20
Mudarib's share of net income (0.03) (0.02)
Net asset value at end of the year/ period 10.41 10.18

The data per share are calculated using the number of certificates outstanding at Dhul Hijjah
29, 1424H and at Dhul Hijjah 30, 1423H, which were 3,360 and 2,180 respectively.

Financial Ratios 1424H 1423H
Net Assets at end of year/period (in thousand of us$) 34,984 22,201
Weighted - average net assets (in thousand of us$) 30.679 16,254
Ratio of expenses to weighted-average net assets(%) 15.76 0.12
Ratio of turnover to portfolio of investments, receivablesand finacing(%) 2817 197
Rate of return on weighted-average net assets 3.56 2.74

The weighted-average net assets are calculated on a periodic basis by weighing the outstanding balance of the capital

contributions.

The accompanying notes form 1 to 12 form an integral part of these financial statements.
Notes to the financial statements

For the year ended Dhul Hijjah 29,1424H (February 20,2004) and for the period from Rajab
1, 1422H (September 18, 2001) (Date of inception) to Dhul Hijjah 30, 1423H (March 3,
2003)

1.Nature and purpose of establishing the Fund

Awqaf Properties Investment Fund (the "Fund") is a close-ended investment fund
established under Articles 2 and 23 of the Articles of Agreement of Islamic Development

Bank (the "Bank") and pursuant to Memorandum of Understanding between the Bank
and Awqaf Ministries and Institutions of Islamic countries in 1422H. The Fund is a trust
fund within the Bank and is subject to its Articles of Agreement and Regulations.

The Fund operates in accordance with the terms and conditions contained in its
Regulations. The objective of the Fund is to invest in financially viable projects for the
development of awqaf real estate properties in the member countries of the Organization
of the Islamic Conference ("OIC") and other countries. The Fund has been established for
an extendable period of thirty years, unless terminated earlier, in accordance with the
conditions laid down in its Regulations.

The Fund is managed by the Bank as Mudarib in accordance with the principles of
Shariah. The Fund has a supervisory Committee (the "Committee") chosen by the
founding members of the Fund. The Committee oversees the actions of the Mudarib and
the general policies of the Fund.
The unit of account of the Fund is United States Dollar (functional currency). The Fund's
records and books are administered by the Mudarib. The Mudarib carries out its business
activities in Jeddah, Saudi Arabia.
As a trust fund of the Bank, the Fund is not subject to an external regulatory authority.
The financial year of the Fund is the lunar Hijra year.
Any liability for zakat and income tax is the responsibility of the individual participants.
2. Significant accounting policies
a) General

i) Indeveloping its accounting policies, the Fund is guided by the standards issued by
Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI). For
matters for which no AAOIFI standard exists, the Fund uses the relevant International
Accounting Standard.
ii) The Fund uses historical cost convention and accrual basis of accounting in recording
its assets, liabilities, revenue and expenses, except for certain investments, which are
measured at amortized cost.

b) Cash and cash equivalents

Cash and cash equivalents mainly represent highly liquid short-term investments that are
readily convertible to known amounts of cash.
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Financial Statements

h) General reserve

In accordance with the Regulations of the Fund, the Mudarib is authorized by the
Participants, before paying any dividends, to set aside, from the net income of the Fund
such sums as it thinks proper, as General Reserve to strengthen and support the Fund,
provided it does not exceed 20% of the net income of the year, until such reserve equals
50% of the capital of the Fund (see Note 6).

3. Cash and cash equivalents

Cash and cash equivalents are comprised of the following (000's):
Dhul Hijjah, 29 Dhul Hijjah 30
1424H 1423H

Investment in short-term commodity
Transactions with banks usS 9,756 USS 18,663
| Liquid funds with Islamic banks 3,604 81
| US$ 13,360 US$ 18,744

. Total

Liquid funds maintained with Islamic banks are utilized by the respective banks In the
purchase and sale of commodities. Such funds are maintained to meet approved
investment operations.

4, Investment in ljarah Muntahia Bittamleek , Net

ljarah Muntahia Bittamleek at Dhul Hijjah 1424H (1423H - Nil) comprised of
the following (000's):

Cost Us$ 15,359
Accumulated depreciation (4,817)
Investments in ljarah Muntahia Bittamleek, net uss 10,542

Future instalments receivable related to ljarah Muntahia Bittamleek at Dhul Hijjah 29,
14241-1 are estimated to be US$ 11,075 thousand. The precise amount receivable at the
end of any period is only known prior to the commencement of the year, as most of the
rentals are determined based on prevailing London Inter-Bank Offer Rate (LIBOR).

5. Accrued expenses and other current liabilities

Total uss 29 Us$ 24

Accrued expenses and other current liabilities are comprised of the
following (000's): |
Dhul Hijiah,29  DhulHijah30 |
1424H 1423H ,w
Other liabilities uss$ 16 uss$ 16 ‘
Accrued expenses 13 8 f
\ J

Other liabilities represent amounts earned by the Fund, which are not Shariah compliant.
The Fund has not recognized such amounts as income in the accompanying financial
statements for the management of the Fund will dispose of such amounts in an
appropriate manner during 1425H.

6. Distribution of net income

As per the Regulations of the Fund, subject to the transfer to general reserve as indicated
in Note 2 (h), the net income for each financial year shall be distributed as follows:

e - B

Mudarib 10%
Certificate holders 90%

The Fund transferred 20% of net income to general reserve for the period ended Dhul
Hijjah 29, 1424H (1423H - 17.94%).
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Financial Statements

Real Estate Financial Total Cashand Receivables and Total
Dhul Hijjah 30, 1423H Institutions Dhul Hijjah 30, 1423H cash equivalents financing
uss Uss uss o s L ol
Asia L 2,500 2,500
Cash and cash equivalents - 18,744 18,744 P e e T
IS ey o —t
_ Middle East 10682 1,00 11,682
Investment and financing 1000 2,500 3,500 R — — .
- T ] (e Other 8,062 7 m\omw
. = 26 26 — s = S
Accured income and other current assets
. ‘ - 18,744 3,500 22,270
Total assets - 21,270 22,270 B ‘ i - ,1 T S| M >
e 2 = = O R Accrued income and other current assets 26 ,m
Total assets 22,270 =
sex Cashand ? Receivables and 4
Dhul I.:m—.. 29, 1424H cash equivalents| Investments _ financing Total =
uss us$ ﬁ uss$ uss =
o B 11 Redemption of certificates B
Africa . 2,511 = 2,511
i N The Fund's certificates cannot be redeemed by the Fund. However, the participant is
Asia - 4800 sl 3,137 entitled to transfer certificates held by him in accordance with the Regulations of the
s e = " 0 Fund.
Middle East 13,360 2,248 6,248 24,856
| o N e ] 12 Commitments
Other : 2,783 - 2,783
Toril o — At Dhul Hijjah 29, 1424H, undisbursed commitments for investments amount to US$55.72
p TAAGH 1304 683 , million (1423H - US$25.5 million).
Accrued income and other current assets 1,836
Total assets 35,123
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Projects Approved During the Period 1422H-1424H

No.

10

11

Property

Al-Salam
Commercial
Tower

Awqaf
Commercial
Complex

Awqaf
Commercial
Building

Al - Khan

Residential
Building

Waqf Building

Juffair Office
Tower

Al - Rashidia
School
Aizariah
Commercial
Complex

Women
Centre for
Memorization
of Quran

Qureish Street
Commercial
Complex

Parliament
Avenue Awqaf
Commercial
Centre

Country

Kuwait

Kuwait

2.:.5:
UAE

Sharjah
UAE

KSA

Bahrain

Ajman
UAE

Al - Quds
Palestine

Qatar

Jordan

Sudan

Total

Beneficiary

Kuwait
Awqaf
Public
Foundation
Kuwait
Awgaf
Public
Foundation
Awgqaf
Directorate

Awgaf

General

Trust

Al - Madina

Al - Munawwara
Research &
Studies

Centre

Ministry of
Islamic
Affairs

Al - Rashidia
School
Ministry of
Awqaf &
Religious
Affairs
Directorate
of Awgaf

Ministry of
Awqaf,
Islamic
Affairs &
Holy Places
Islamic
Endowment
Corporation

‘Mode of
financing

Profit
sharing

Profit
sharing

Istisna'a

Leasing

Leasing

Leasing

Leasing

Istisna'a

Leasing

Leasing

Leaisng

R Project
Cost

33,55

20.77

345

34

8.98

4.23

3.80

11.00

15.00

10.00

122.03

(USS million) @

APIF
contrib.

1.00

1.00

1.00

2.00

2.00

2,00

20.90

IDB
Contrib.

16.30

14.70

2.14

1.00

4.69

57.27
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