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APIF Mission

Awqaf Properties Investment Fund (APIF) aims at reviving
the Islamic Sunna of waqf by developing Awqaf properties
around the world to increase their returns and thereby
contribute to the socio-economic development of the

Ummah
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In the name of Allah the Beneficent the Merciful

The Honourable Members of
The Board of Executive Directors
Islamic 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 of the
Awaqaf Properties Investment Fund. The report has been prepared in accordance
with Article 17 of the Fund’s Regulations and includes the operations, activities
and financial statements of the Fund for the 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 the pipeline exceed US$350 million of which six projects valued
at US$115 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

)
i
President, Islamic Development Bank
h e
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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 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 Dhul
1426 (corresponding to the period February 10, 2005-January 30, 2006) is referred 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 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 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 for the repurchase of

such units or securities.
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Term used

AAOIFI

Awqaf
APIF
Approval

Bank
Beneficiary
BOT

Direct financing

Equity
Fund
IAS

IDB
LDMC
Lease
LIBOR
Mark-up
Mudarib
NAV
Nazer
Sukuk
Wagqf

Brief description

Accounting and Auditing Organization of Islamic
Financial Institutions

Real property 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 funds are
provided from the Fund’s own resources
Participant’s contribution to capital
Awqaf Properties Investment Fund
International Accounting Standards
Islamic Development Bank

Least developed member countries
Medium term finance or capital lease
London Inter-Bank Offered Rate

Profit margin earned on financing operations
Islamic Development Bank

Net asset value

Trustee or manager of a waqf
Asset-backed Shariah-compatible bond

An asset being donated for general charitable purposes such

as the relief of poverty, the relief of 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
[slamic community.
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Economic Performance of the IDB Member Countries

The current economic performance and future 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 of the world, the
growth pattern of IDB member countries was uneven in 2005. It was high and significant in some
member countries from Asia and oil-exporting countries, while slow and at times 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:

Table-1.1: Selected Economic Indicators

2001 2002 2003 2004 2005* 2006*

Real GDP Growth Rate (%)
IDB member countries | 2.89 478 6.1 624 555 5.81
bmMcs 0000 567 516 | 563 641 630  7.89
Developing Countries 4.05 4.80 6.49 728 639 6.1

Inflation (%)

IDB member countries 11.57 10.92 8.00 7.18 8.38 7.34
bmMcs 0000 734 753 635 654 772 645
Developing Countries ~ 6.74 5.94 599 578 587 | 571
Gross National Savings (% of GDP) h '

IDB member countries | 2372 | 2332 | 2436 | 2618  27.72  28.18
LDMC's 1564 1711 1779 19.27 1915 2029
Developing Countries 2473 2594  27.71 29.35 30.93 3134 |
Trade Balance (% of GDP) A 7

IDB member countries 8.99 7.90 9.10 10.08 13.52 14.88
LDMC's : (396)  (368)  (379) | (258)  (1.72) 097
Developing Countries ~ 2.62 3.07 3.47 395 502 5.18

* Projected
Source: IMF (October 2004)

Real- GDP Growth Rates

The real GDP growth rate of IDB member 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). It is expected that the
growth will slightly 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 their GDP
growth in 2006 as well. Two facts emerge from the above trends. First, the impact of the 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, though significantly in a decreasing trend since 2001,
is still well 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 this year (Table 1.1).

Saving and Investment Rates

Table 1.1 also gives statistics on national 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 of the 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 countries had the same pattern of current account balance surplus since 2000.
The magnitude of the current account balance recorded a sharp jump in 2003 from $78.4 billion to
$239.1 billion in 2005.As a share of GDP, the current account balance of 1DB 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 witnessed 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 1DB member countries
in 2005 was around $338 billion. It 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 wagqf properties all over the Muslim world. It has been stated that Islam's first
wagfs were the two holy Harams and the waqfs founded by the Prophet (PBUH) and his Sahaba
(companions). Other waqfs were founded for the service of pilgrims and umrah visitors. Many oth-
er waqfs were established for a variety of objectives that include relief of the sick and the poor, the
handicapped and the needy, the widowed and the underprivileged. Special waqfs were established
for building; renovating and preserving mosques, shrines and holy places. However, over the years
and for many reasons such as wars and political changes, a large number of awgaf have been lost,
destroyed, confiscated, sequestered or encroached,upon.

Recently, the role of awqat has been recognized as a major contributor to the social and economic
development of the 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 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 Iran's Awqaf and Charity Organization show that as at the end of 1999 there were more
than 92,871 wagfs 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 of the Safavids who ruled Persia (1502-1736). Information extracted from
the registers of Awqafin Turkey, Egypt, Syria, and Jordan, indicates that lands of Awqaf cover con-
siderable proportions of cultivated areas and prime urban locations. It has been stated that nearly a
quarter of the Turkish land area is waqf. In Egypt 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 the 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 type
of management of the waqf. The waqf manager (nazer) has the
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

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 rela-

tively large Muslim minority, a waqf act

was adopted at the federal level in

1954 and the Union Minister of

Law was made the supervisory
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