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The Mission 

APIF Mission 

A-wqaf Properties Investment Fund (APIF) aims at reviving 

the Islamic Sunna of waqf by developing Awqaf properties 

around the vi'orld to increase their returns and thereby 

contribute to the socio-economic development of the 

Ummah 
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STATEMENT OE T H E MUDARIB 

In tfie name of Adah the. Beneficent the Mercijiuf 

The Honourable Members of 
The Board of Exeeutive Directors 
Lslamic Development Bank 

Dear Brothers, 

Assalamu Alaikum Warahmatullahi Wabarakatuh 

On behalf of the Islamic Development Bank, the Mudarib of the Fund, I am 
pleased to present to your honourable Committee the fourth annual report ofthe 
Awqaf Properties Investment Fund. The report has been prepared in accordance 
vvith Article 17 of the Fund's Regulations and includes the operations, activities 
and financial statements ofthe Fund for tlie Hijri year ending Dhul Hijjah 1426. 

I am pleased to report to you that the Fund has completed its fourth year of 
operations with substantially improved results. The Islamic Development Bank, 
the Mudarib of the Fund, maintained its focus of consolidating the Fund's strategy 
and building up its pipeline of potential projects. A total of five projects were 
approved for financing of an aggregate value of US$63.88 million. 

The year 1427 promises to be a good year for the Fund. The aggregate value 
of projects in thc pipeline exceed US$350 million of which six projects valued 
at USSI 15 million are at an advanced stage of readiness and are expected to be 
approved during the year. 

Thank you for your continued support. 

Yours sincerely. 

Dr. Ahmad Mohamed Ali 

President, Islamic Development Bank 
,1 'rte 
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PRESENTATION OF INFORMATION 

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 fiscal year 1424, except where otlierwise stated 

Currency of Presentation 

All currency ainounts 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 Dhul 

1426 (corresponding to the period February 10, 2005-Ianuary 30, 2006) is refiirred to as 

the fourth 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. 

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

Forw^ard Looking Statements 

This annual report contains certain 'forward 

looking statements'. The interuion of 

these statements is to provide prospective 

information about the Fund. They are not 

meant to be guarantees of fiature performance 

or budgetary forecasts. 

Nothing in this Annual Report 1426 is, 

or should be taken as, an offer of units or 

securities in the Awqaf Properties Investment 

Fund for issue or sale, or an invitation to 

apply for the issue or fbr the repurchase of 

such units or securities. 
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HI . U S S A KY 

Term used 

AAOIFI 

Awqaf 

APIF 

Approval 

Bank 

Beneficiary 

BOT 

Direct financing 

Equit)' 

Fund 

L\S 

IDB 

LDMC 

Lease 

LIBOR 

Mark-up 

Mudarib 

NAV 

Nazer 

Sukuk 

Waqf 

Brief description 

Accounting and Auditing Organization of Islamic 

Financial Institutions 

Real propertv' held as permanent waqf 

Awqaf Properties Investment Fund 

Amount of money approved by the 

Mudarib for a project or operation. 

Islamic Development Bank 

A recipient of financing 

Build - Operate -Transfer 

Non-equity financing in which fiinds are 

provided from the Fund's own resources 

Participant's contribution to capital 

Awqaf Properties Investment Fund 

International Accounting Standards 

Islamic Development Bank 

Ixast developed member countries 

Medium term finance or capital lease 

London Inter-Bank Offered Rate 

Profit margin earned on financing operations 

Islamic Development Bank 

Net a.sset value 

Trustee or manager of a waqf 

As.set-backed Shariah-compatible bond 

An asset being donated for general charitable purposes such 
as the refief of poverty, the relief of the needs ofthe aged, the 
relief of sickness or distress, the advancement of religion, the 
advancement of education and t)ther purposes beneficial to the 
Islamic communitv. 
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ECONOMIC HIGHLIGH 

Economic Performance of the IDB Member Countries 

The current economic performance and fiiture prospects in IDB member countries are largely 
influenced by a combination of country-specific factors and global developments, particularly in 
the major industrial countries and emerging economies. Similar to other regions ofthe world, the 
growth pattern of IDB member countries was uneven in 2005. It was liigh and significant in some 
member countries from Asia and oil-exporting countries, while slow and at rimes weak in others. 

Table-2.1 below highlights some selected economic indicators of IDB member 

countries as compared to the developing countries as a whole: 

T a b l e - 1 . 1 : Selected Economic Ind ica to r s 

2001 2002 2003 2004 2005* 2006* 

Real G D P Growth Rate (%) 

IDB member countries 2.89 4.78 6.1 6.24 5.55 5.81 

LDMCs 5.67 5.16 5.63 6.41 6.30 7.89 

Developing Countries 4.05 4.80 6.49 7.28 6.39 6.11 

Inflation (%) 

IDB member countries 11.57 10.92 8.00 7.18 8.38 7.34 

L D M C s 7.34 7.53 6.35 6.54 7.72 6.45 

Developing Countries 6.74 5.94 5.99 5 78 5.87 5.71 

Gross National Savings (% of G D P ) 

IDB member countries 23.72 23.32 24 36 26.18 27.72 28 18 

L D M C s 15.64 17.11 17.79 19.27 19.15 20 29 

Developing Countries 24.73 25.94 27.71 29.35 30.93 31,34 

Trade Balance (% of G D P ) 

IDB member countries 8 99 7.90 9.10 10.08 13.52 14.88 

LDMCs (3.96) (3.68) (3 79) (2.58) (1.72) 0.97 

Developing Countries 2.62 3.07 3.47 3.95 5.02 5.18 

* Projected 

Source: IMF (October 2004) 

Real- GDP Growth Rates 

The real GDP growth rate of IDB meinber countries increased from an average of 2.9 percent in 

2001 to 6.2 percent in 2004 and fell back to 5.5 percent in 2005 (Table 1.1). I t is expected that the 

growth will slighdy increase to 5.8 percent in 2006. Although the overall economic performance 

of member countries, in terms of GDP growth rate, was higher than the average growth rate of 
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the world as a whole, the former continued to remain 15 percent below the average for developing 
countries. The current projections show that there will be a slight downward trend in tlieir GDP 
growth in 2006 as well. Two facts emerge from the above trends. First, the impact of die global 
developments has been more profound in IDB member countries in recent years; and second, GDP 
growth rates of the member countries seem to be getting closer to the growth rates achieved by 
developing countries. 

Inflation 

The inflation rate in IDB member countries, diough significantly in a decreasing trend since 2001, 
is still weli above the world and the developing countries averages. The inflation rate was reduced 
from 11.6 percent in 2001 to 7.2 percent in 2004, but started to pick up in 2005 and reached 8.4 
percent tliis year (Table l . I ) . 

Saving and Investment Rates 

Table 1.1 also gives statistics on nadonal saving rates by different groupings during the period 
2000-2006. The national saving rate as a percentage of GDP for IDB member countries, though 
slightly lower, have followed the same pattern for developing countries during 2000-2005. The rate 
for IDB member countries has been fluctuating around 24 percent from 2000 to 2003, and has 
risen steadily to almost 28 percent ever since. 

The investment rate, defined as the ratio of gross fixed capital formation to the GDP (current prices) 
has remained constant around 20 percent over the period 2000-2005 The trend is not compatible 
with the performance ofthe developing countries as a whole, where the latter had an increase over 
the same period from 24.6 percent in 2000 to 29.1 percent in 2005. 

Trade and Current Account Balances 

The IDB member countties had thc same pattern of current account balance surplus since 2000. 
The magnitude of the current account balance recorded a sharp jump in 2003 ti-om $78.4 billion to 
$239.1 billion in 2005.As a share of GDP, the current account balance of IDB member countries 
followed a negative trend from 2000 to 2003, but increased considerably thereafter. The ratio wit­
nessed a sharp rise, and almost doubled, from 5.5 percent to 9.5 percent in 2004- 2005. 

The trade surplus of IDB member countries as a percentage of their GDP has experienced some fluc­
tuations since the turn of the century. The ratio declined from 10.7 percent in 2000 to 7.9 percent in 
2002 and started to pick up thereafter. The trend is on the rise and the ratio wimessed a jump from 
10 percent in 2004 to 13.5 percent in 2005. The trade surplus of IDB member countries experi­
enced a growth rate of 105 percent over the period 2003-2005, while the same figure for the devel­
oping countries was estimated to be around 99 percent. The trade surplus of IDB meniber countries 
in 2005 was around $338 billion. I t should, however, be noted that the trade deficit of LDMCs as a 
percentage of their GDP, which was stagnating around 3.6 percent over the period of 2000 to 2003, 
has started to decrease considerably to 2.58 percent in 2004 and 1.72 percent in 2005. 
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CHAPTER 2 

THE AWQAF SECTOR 

Historical Overview of Awqaf 

The history of awqaf dates back to the early days of Islam. Awqaf have been recognized by Islamic 
tenets as a sunnah and sadaka jariah (perpetual charity). This permanent nature of waqf resulted in 
the accumulation of waqf properties all over the Muslim world. It has been stated that Islam's first 
waqfs were the two holy Harams and the waqfs founded by the Prophet (PBUH) and his Sahaba 

\(conipanions). Other waqfs were founded for the service of pilgrims and umrah visitors. Many oth­
er waqfs were established for a variety of objectivées that include relief of the sick and the poor, the 
handicapped and the needy, the widowed and the underprivileged. Special waqfs vvere established 
for building, renovating and preserving mosques, shrines and holy places. However, over the years 
and for manv' reasons such as wars and political changes, a large number of awqaf have been lost, 
destroyed, confiscated, sequestered or encroached,upon. 

Recently, the role of awqaf has been recognized as a major contributor to the social and economic 
developnient ofthc Ummah. Many Muslim countries have set to revive awqaf and have set up min­
istries and special governmental agencies to develop and oversee the sector. Large Awqaf develop­
mental projects have been springing aU 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 ĉ ' the economy. Information extracted from the 
registers of Iran's Awqaf and Charitv' Organization show that as at the end of 1999 there were more 
than 92,871 waqfs and 660,356 sites whose current value is conservatively estimated at US$8 bil­
lion, not counting the priceless treasures found in awqaf shrines and museums. Many of these awqaf 
date back to the reign ofthe Safavids who ruled Persia (1502-1736). Information extracted from 
the registers of Awqaf in Turkey, Egv'pt, Syria, and Jordan, indicates that lands of Awqaf cover con­
siderable proportions of cultivated areas and prime urban locations. I t has been stated that nearlv a 
quarter ofthe Turkish land area is waqf In Egv'pt an early survey showed that 600,000 feddan ( 1 
feddan=0.95 Acre) out of a total of 2.5 million feddans is waqf Some of tiie Awqaf properties in 
Syria, Iraq, Jordan and Lebanon date back to the Ayubites and Mamluke rulers. 

Legal Status and Management of Awqaf 

In principle, the founder of the waqf (waqif^ determines the t^pe 
of management of the waqf. The waqf manager (nazer) has tiie 

responsibility to administer the waqf property to the best in­
terests of the beneficiaries. In many Muslim countries, 

government ministries or agencies were established for 
J j ^ ^ Awqaf On the other hand, Muslim communities in 
^ ^ ^ F non-Muslim countries ha\'e organized their Awxiaf 

i f K in accordance with Islamic Shariah within the 
limits of prevailing laws and regulations. For 

instance in India, where there is a rela­
tively large Muslim minority, a waqf act 

was adopted at the federal level in 
1954 and the Union Miiifster of 

Law was made the supervisory 

_ -ia _ l IDBAWQAF PROPERTIES INVESTMENT FUND 
\ A N N U A L REPORT 1426H-(2005-2006) 



authority on waqf In the United States of America, Canada, Australia and other western countries, 
Muslim communities administer their waqf properties in accordance witii the 'foundation acts' and 
laws regulating trusts and general charitable organizations. 

From a legal point of view, the ownership of waqf propertv' lies outside the person who created the 
waqf Some Muslim jurists argue that the right of ownership of waqf belongs to Allah. Oriiers be­
lieve tiiat it belongs to the beneficiaries, altiiougli riieir ownership is not complete in die sense that 
they are not permitted to dispose of the propertv' or use it in a way different from what was decreed 
by the founder. This underlies the perpetuitv' of tiie vvac[f 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 

Awqaf as a Socio-Economic Sector 

Awqaf (singular, waqf) is an Arabic word meaning assets tiiat are donated, beciueathed, or pur-
cha.sed for the purpose of being held in perpetual trust for general or a specific charitable cause that 
Islam regards as socially beneficial. This condition of perpetuity of awqaf has led over the years to 
a considerable accumulation of societal wealth such tiiat awqaf has become an important economic 
sector dedicated to the improvement ofthe socio-economic welfare ofthe Muslim society. Awqaf 
supporting causes are the alleviation of povcrt)', disaster relief, health and wellness, the advancement 
of religion, the advancement of education and other purposes beneficial to the Islamic communit)'. 
These purposes are not limited to a finite list, and may include Islamic heritage, culture, the envi­
ronment, flora and fauna 

Awqaf Organizations 

Awqaf organizations are not-for-profit entities that are established to oversee, promote, manage, 
or carry out activities, tiacilities, projects or properties that are founded as awqaf. Entities for these 
purposes include trusts, corporations, unincorporated associations or governnient agencies. Some 
operate under a legal franiework. Others may be incorporated through some form of federal or 
local law or otiier legislation. Athough Awqaf organizations are not financial institutions per se, 
they nonetheless, act as custodians and managers of a plethora of diverse assets and cashflows, and 
cross-border investments. 

Awqaf as a Business Sector 

Awqaf in the past ten years has been one of tiie major growth sectors. I t has generated interest 
well beyond the confines of philanthropic activists and fiqh academics. Witii a broader business 
focus, it quickly became clear tiiat the sector was in fact an industry with serious economic as 
vvell as social significance. Awqaf organizations are undertaking a wider range of activities such as 
project manageinent, raising of finance and the maintenance of key banking relationships. I t is no 
longer enough for awqaf organizations to consider only the social aspects of their business. They 
are strengthening their links between philanthropic objectives and long-term business investments. 
Their operations, although are not-for-profit, but also are not for loss. Awqaf trustees are quickly 
becoming strategic business managers as awqaf now require practical business skills and acumen 
together witii a strategic and informed approach to charter tiieir continued survival. 
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