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The Third Extraordinary Session of the OIC Summit, Makkah Al Mukarramah, 5-6 Dhul Qadah 1426H (7-8 December 2005) where the decision to establish a Special
Fund within the IDB Group was made – the Islamic Solidarity Fund for Development (ISFD).
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Letter of Transmittal

In The Name of Allah, The Beneficent, The Merciful
The Chairman,
ISFD Board of Governors
Dear Mr. Chairman,

Assalam-O-Alaikum Warahmatullah Wabarakatuh
In accordance with the Regulations of the Islamic Solidarity Fund for Development I, on behalf of the Board
of Directors, have the honour to submit for the kind attention of the esteemed Board of Governors, the
Annual Report on the operations and activities of the Islamic Solidarity Fund for Development in 1431H
(2010G).
The Annual Report also includes the audited financial statements of the ISFD as prescribed in Article 18
of the Fund’s Regulations.
Please accept, Mr. Chairman, the assurances of my highest consideration.

Dr. Ahmed Mohamad Ali
President, IDB Group
Chairman of ISFD Board of Directors
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ISFD
Poverty Reduction as an Overarching Mission of the IDB
The IDB 1440H Vision, entitled ‘A Vision for Human Dignity,’ stresses key aspects of poverty reduction
in five of the Bank’s eight main priorities, namely: alleviate poverty, promote health, universalize education,
prosper the people, and empower women.
Two overarching themes define this focus:
•

The need to improve and enhance the income of the poor through creating jobs and employment
opportunities and ensuring that they reach the target groups of poor and disadvantaged people; and

•

To promote the development of human capital by boosting education, training and health care
services.

In light of this vision, poverty reduction has become the overarching objective and underlying theme of the
IDB’s interventions in member countries.

Objectives of the ISFD
The Islamic Solidarity Fund for Development (ISFD) is a special Fund within the IDB dedicated
to reducing poverty in its member countries by promoting pro-poor growth, emphasizing human
development, especially improvements in health care and education, and providing financial support
to enhance the productive capacity and sustainable means of income for the poor, including
financing employment opportunities, providing market outlets especially for the rural poor and
improving basic rural and pre-urban infrastructure.

Launching of the ISFD
The ISFD was officially launched during the 32nd Annual Meeting of the IDB Board of Governors (BOG),
held on 12-13 Jumad-I, 1428H (29-30 May, 2007) in Dakar, Senegal. The Fund has been established in the
form of a Waqf 1(i.e. Trust), with a principal target capital of US$10 billion. All IDB member countries were
called on to announce their financial contributions to the Fund and extend technical and moral support
to its operations.

The concept of Waqf (Trust) implies that only the income which will be made from the investments of the Fund’s resources will be
available to finance its operations.

1
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Definition of Poverty
The IDB accepts the now established view that poverty is
multi-dimensional. It defines poverty as encompassing not only
low income and consumption, but also low achievement in
education, nutrition, primary health services, water and sanitation,
housing, crisis coping capacity, insecurity, and all other forms of
human development.
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ISFD Board of Directors

Dr. Ahmad Mohamed Ali
Chairman
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The Islamic Solidarity Fund for Development (ISFD)

Highlights
(Figures as at the end of 1431H (2010G)

• Establishment:

6 D. Qadah 1426H (8 December 2005)

• Launching

12 Jumad-I, 1428H (29 May 2007) in Dakar, Senegal

• Objectives:

Address poverty alleviation challenges in the OIC member states

• Legal Status:

Special Waqf (Trust) Fund within the IDB and has separate accounts
and records

• Headquarters:

Jeddah, Saudi Arabia

• Operations
-Approvals in 1431H (2010):

11 operations, valued at US$324.57 million in 10 member countries
(with US$109.72 million from the ISFD-IDB concessional financing
and US$214.85 million as direct co-financing from the IDB through
other modes of finance.

-Cumulative approvals

US$881.39 million for 59 projects in 28 countries

1429-31H (2008-10G):

10
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•Resources of the Fund:
-Targeted Initial Capital:

US$10.0 billion.

-Pledges:

US$2.63 billion contributed by 42 member countries (US$1.63
billion) and IDB (US$1.0 billion). Fifteen countries paid their
contributions in full, and 14 countries are yet to announce their
contributions to the Fund)

-Paid-in Contributions as at end-

US$1,531.78 million2

1431H (2010G):
-Gross income in 1431H (2010G):

US$13.202 million

-Net income in 1431H (2010G):

US$11.798 million

2

1,582.01 million as at the end of May 2011.
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Chairman’s Message
I am pleased to submit the third Annual Report of the ISFD, which provides an overview of the activities and
performance of the ISFD during the year 1431H (2010G).
The Bank’s 1440H Vision entitled, ‘A Vision for Human Dignity’, presents a unique vision of its role “to be a leader in
fostering socio-economic development” and its mission to alleviate poverty and promote human development. This
Vision has provided the basis for the ISFD targeted intervention in member countries in 1431H (2010G).
During the year, 11 projects and programs were approved in 10 member countries under the umbrella of the ISFD.
These operations were valued at US$324.57 million, higher by 38.5% than approvals in 1430H (2009), bringing the
cumulative ISFD approvals since operationalization of the Fund in 1428H (2008G) to US$881.39 million.The approvals
in 1431H (2010G) consist of US$109.72 million from the ISFD-IDB concessional financing and US$214.85 million as
direct co-financing from the IDB through other modes of finance.
The Fund’s programs have continued to underscore the need to provide financial support to enhance the productive
capacity and sustainable means of income for the poor. Also, the lessons and experience which were learnt during the
food and financial crises have helped the Fund to re-focus its programs so that it can contribute more effectively to
achieving food security in member countries.
The ISFD has continued to face the challenge of mobilizing its capital amount of US$10 billion, which is critical for the
achievement of its mission and success. As at the end of 1431H (2010G), US$2.629 billion had been pledged to the
Fund, consisting of US$1.629 billion pledged by 42 of the 56 IDB member countries and US$1.0 billion committed by
the IDB. Accordingly, there was no tangible addition to commitments by member countries during the year. However,
payments of contributions had increased by 44.4%, from US$1,060.65 million in 1430H to US$1,531.78 million in
1431H. This was composed of US$1,231.78 million paid by member countries and US$300.0 million paid by the IDB.
Needless to say that this level of contribution is far below the target capital amount after more than four years of
the establishment of the Fund and will limit the Fund’s ability to implement its programs. In this regard, I welcome
the call to member countries by the 26th COMCEC Session to effectively support the Fund by making appropriate
contributions to its capital resources so that it can mobilize its approved target capital of US$10.0 billion. I also wish
to call on member countries to implement the resolutions of the OIC Summit and the IDB Board of Governors on
this matter.
I take this opportunity to express my appreciation to the ISFD Governors and the Board of Directors for their unfailing
support and skillfully steering the Fund throughout the year. I also wish to thank the IDB/ISFD partners for their
collaboration in our collective endeavor to address poverty in the IDB member countries. I commend them all for
this dedication.
I also wish to confirm the management’s commitment to further enhance the confidence in the Fund by improving its
methods of work and mechanisms of implementation, and by setting bigger goals for its programs. I look forward to a
successful year for all IDB member countries and the ISFD in 1432H (2011G).
Dr. Ahmed Mohamad Ali
President, IDB Group
Chairman of the ISFD Board of Directors
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Status of Poverty in IDB Member Countries
Although the data to assess poverty
reduction in IDB member countries is
hardly complete and up to date, available
statistics show that these countries have
continued to register advances in economic
growth. However, this growth has been
accompanied by strong regional disparities
in regard to achieving poverty reduction
and fostering human development.
Thus, while extreme poverty had gone
down from 41% to 30% of the population
in IDB member countries taken together
during the period 2000 – 20073, it had
actually gone up by one percentage point, from 55% to 56%, in the African region, and by 4%, from 20%
to 24%, in the Commonwealth of Independent States (CIS) region. The most significant reduction was
achieved in the Asian region, where extreme poverty was reduced by 26% during this period, from 56% to
30%. In the Middle East and North Africa (MENA) region, it went down by 0.8% during the same period,
from 4.4% to 3.6%.
In absolute numbers, the number of those living in extreme poverty stood at 428 million for all IDB
member countries in 2007, compared to 424 million in 2000. At the same time, there was an increase in
the number of people who live in extreme poverty by 80 million in sub-Saharan Africa, one million in the
Arab region and four million in the CIS region. Again, the most significant progress was achieved in the
Asia region where the number of the poor was standing at 173 million in 2007, compared to 246 million in
2000 (Table 1). The reduction in income poverty has been one of the Asian region’s major successes, due
principally to rapid economic growth and improved income distribution policies4.
Taking stock of the progress made so far and the challenges ahead, projections indicate that the MDG goal
of halving extreme poverty will be convincingly surpassed by the Asia region, and that progress on some
non-income indicators will also be satisfactory5. Thus, given current trends, the Asian region is likely to (i)
meet the MDG of gender equality in primary and secondary education; (ii) come close to achieving the
goal of universal primary education; and (iii) reverse tuberculosis prevalence and death rates. But major

3

IDB- Data Resources and Statistics Department (DRSD), staff computation

4

Global Monitoring Report, World Bank, 2010

5

Pro-poor to Inclusive Growth: Asian Prescriptions. Asian Development Bank, ERD Policy Brief No. 8.
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challenges remain. While extreme poverty has been substantially reduced, the region could still have a
large number of poor by 2015 - particularly in Bangladesh and Indonesia6. This is particularly so if the new
threshold of absolute poverty of US$1.5, instead of US$1.0, per person a day is adopted.

Table (1): Staus of Poverty in IDB Member Countries
Region

Rate of Extreme
Poverty (%)

Number of Extreme Poor
(Millions)

1990

2007

1990

2007

Trend (%)

SSA*

55

56

139

208

+ 49.6

MENA

4.4

3.6

13

15

+15.4

ASIA

56

30

246

173

-29.6

CIS

20

24

12

16

+33.3

IDB-56

41

30

428

424

-0.9

* Sub-Saharan Africa
Source: IDB staff computation

For the Africa region as a whole, which accounts for more than 60 percent of the total extreme poor
people in the IDB member countries, all MDGs targets are likely to remain off-track7. If current trends
continue and extraordinary efforts are
not made, the region is also likely to
miss several non-income MDG targets,
including those in critical areas like hunger,
education, health, and access to improved
water and sanitation. In fact, the region as
a whole is likely to miss most of the
targets for the MDGs indicators by 2015.
Inadequate spending on infrastructure
and social services (i.e. education and
healthcare) are cited as important
reasons for the deterioration in human
development indicators in Africa.

6

Ibid.

7

Achieving the targets of IDB 1440H Vision and the Millennium Development Goals, Scorecard for member countries, IDB, 2008.
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Impact of the Global Economic and Financial Crisis
Prior to the global economic and financial crisis, the incidence of poverty in the developing world had been
on a declining trend. The World Bank’s growth projections for 2009 and 2010 estimated that the crisis
would add 64 million people to the population living under $2 a day, but the global poverty rate would fall
from 42% to 39% in 2009, while the pre-crisis trajectory would have brought the poverty rate down to
38%8.
Given the vulnerability of the countries in sub-Saharan Africa to external shocks, the poverty situation
in these countries has been greatly worsened by the global economic crisis9. The recent deterioration
in human development indicators in this region began with the food and fuel price shocks of 2007 and
2008. In many countries, food prices almost doubled with no adjustment in earnings10. In some cases, it
was reported that incomes were almost halved and food consumption fell, which seriously compromised
nutrition. This has raised special concerns on the impact on the nutrition and health of young children in
poor families11. The balance of the evidence suggests that crises had a negative effect on child health (and
mortality) in poor countries12.
The effects also spilled over into the
efficacy of the health sector. Recent
analysis shows that the 2008 global
food price hikes may have increased
undernourishment in Africa by some 6.8
percent relative to 200713. Moreover, the
analysis shows that the sharp slowdown in
global economic growth in 2009 might have
caused a substantial increase in the number
of undernourished people. A poverty
monitoring study suggests that parents
were forced in some countries to take

A lady selling tea in north Darfur in Sudan

8
Chen, Shaohua and Martin Ravallion, 2008, “The Developing World is Poorer than we Thought, but no less Successful in the Fight
against Poverty,” Policy Research Working Paper 4703, World Bank.
9

Global Monitoring Report, World Bank, 2010

De Walque, D., H. Kazianga, M. Over, and J. Vaillant. 2010. “The Impact of the Food Crisis on HIV/AIDS Treatment and Health Ou comes in Mozambique.” Paper presented at World Bank Development Economics Development Research Group Workshop, January
13, 2010 Washington, DC.

10

A number of research findings suggest that poor nutrition in the early years of life retards child growth, cognitive and learning ability,
schooling attainments and (in all likelihood) earnings in adulthood.
11

Development Research Group, 2008, “Lessons from World Bank Research on Financial Crises,” Policy Research Working Paper
4779, World Bank.
12

Tiwari, S., and H. Zaman. 2010. “The Impact of Economic Shocks on Global Undernourishment.” Policy Research Working Paper
5215. World Bank, Washington, DC.
13
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their children out of school and that in
other countries they scrambled to finance
their children’s continuing attendance14.
The crisis also reduced the GDP in many
donor countries – making it difficult
to meet the donor commitments to
developing countries15.
The Asian region has also been hit by the
global economic slowdown and financial
crisis which began in 2007. The causes
and impacts are different from the Asian
financial crisis which were experienced
An informal school in Al-Alaq village in Salamt area in South-East Chad
in 1998. The recent crisis concerns not
only the very poor (i.e. those living under the $1.25 poverty line) but more so the vulnerable poor,
mostly educated youth in the export sectors (and backward industries and services), with impact channels
going through labor markets, migration and remittances, social budgets, social protection, gender, health,
education and training, among others16. The overall impact in this region, however, is far less than what was
experienced in SSA.

Enhancing donors’ role in achieving MDGs
The achievement of the MDGs has been linked to increased donor financing since the MDGs targets were
first conceived in 1996. Increasing aid contribution to welfare in low income countries to compensate for
shortfalls in government resources was considered essential to achieve these targets. In early documents, it
was emphasized by the major aid agencies that:
“Development costs money . . .. the high-income countries need to supply more aid” (OECD, UN, World Bank, &
IMF, 2000, p. 23)17.
Similarly, the Monterrey Consensus of the United Nations (2002) proclaimed that:
‘‘a substantial increase in ODA and other resources will be required if developing countries are to achieve the
internationally agreed development goals18’’
Turk, C., and A. Mason. 2009. “Impacts of the Economic Crisis in East Asia: Findings from Qualitative Monitoring in Five Countries.”
(www. adb.org/Documents/Events/2009/Poverty- Social-Development/papers.asp).

14

15

Ibid.

The Impact of the Global Economic Slowdown on Poverty and Sustainable Development in Asia and the Pacific, Asian Development
Bank, 2009
16

OECD, UN, World Bank, & IMF (2000). A better world for all: progress towards the international development goals. World Bank,
Washington, DC.

17

United Nations (2002). Report of the international conference on financing for development. Monterrey, Mexico, 18–22 March, A/
CONF.198/11.

18
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In view of the above, several studies were
commissioned to estimate the financial
requirements to achieve the MDGs.
According to a study commissioned by the
world Bank, the cost to donors of achieving
Goal-1 only (eradicating extreme poverty
and hunger) ranges between US$54 billion
and $62 billion a year, and the total cost of
achieving the other goals ranges between
US$35 billion and $76 billion per year.
Also, 50 billion dollars has been commonly
cited as new annual aid requirements19.
Estimates were also made on the basis of
the total investments needed to bring the population living below the poverty line to US$1.0 per day20.
Barring income redistribution, and assuming an incremental capital-output ratio of 4:1, total additional
investment of US$250 billion is estimated to be needed to attain this target. Under a more ambitious
scenario, where all the population below the poverty line will have an additional income of US$1.0 per
day, the corresponding amount of investment would be US$626 billion. To achieve a US$2 per day target,
considerably more resources would be required.
It is interesting to note, however, that none of the costing studies has suggested that this expenditure
would be a sufficient condition for meeting the specified MDGs targets. A number of other necessary
conditions have been mentioned over which donors have little or no control, such as pro-poor growth
and improved policies and institutions. For the universal primary education goal, for example, the costing
studies calculated how much it would cost to educate all children in school once these other necessary
conditions were met21.
Nonetheless, it is evident that there is a great need for foreign assistance if IDB LDMCs are to achieve
appropriate levels of poverty reduction and meet the MDGs targets. Indeed, the international accord on
MDGs calls for global cooperation through official development assistance (ODA), debt sustainability and
international trade. On the basis of previous trends of aid flows to developing countries, the IDB member
countries account for roughly 35-40 percent of the total aid flows. From Table 2, this works out to US$3648 billion of aid a year in 2008 and 2009, if these estimates are taken as benchmarks.

Zedillo, E. et al. (2001). Recommendations of the highlevel panel on financing for development. UN General Assembly document
A/55/1000. United Nations, New York. Zedillo, E. et al. (2001). Recommendations of the highlevel panel on financing for development.
UN General Assembly document A/55/1000. United Nations, New York.
19

20

This threshold has since been reviewed up by the UN to US$1.25 per person per day.

The Trouble with the MDGs: Confronting Expectations of Aid and Development Success, by Michael A. Clemens and Others, Ce ter for Global Development, Washington, DC, USA, 2007.

21
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So far, only a few countries had lived up to the developed countries’ pledge that ODA should constitute
at least 0.7 per cent of their gross national income. In fact, despite the increase in the volume of aid in
absolute value, overall ODA assistance has not exceeded 0.3% of GNP (Table 2). This shows the enormity
of the problem, in terms of the amount of resources which need to be mobilized to close this gap in IDB
member countries.

Table 2: ODA as % of GNI
1999

2006

2008

2009

Net ODA-23 DAC (US$ bill.)

53

105

122

120

ODA % of GNI

0.2

0.3

0.3

0.3

Source: IDB-DRSD staff computation

Major challenges facing the IDB Member Countries
Like other parts of the world, the IDB member countries are only four years away from the target date
for the Millennium Development Goals. With this deadline fast approaching, it must be recognized that
significant improvements need to be achieved in all poverty indicators, especially in sub-Saharan Africa,
to meet these targets. To some extent, the efforts to improve these indicators may be hampered by
the poor policy environment, insufficient social
spending and slow aid from the rich countries,
which calls for an enhanced role for partnerships
as envisaged in the IDB 1440H (2020G) Vision.
There is also a need for developing effective safety
nets, not only as cushions for the effects of crisis,
but also as part of a broader poverty reduction
strategy which takes into account social insurance
together with health, education, financial services,
provision of utilities and roads; and other policies
for reducing poverty and mitigating risks. Beyond
emergency responses to natural disasters, support
to social safety nets has started to gain importance
by donors as an effective tool for addressing
poverty and mitigating its impact in less developed
countries22.

Grosh, M., C. del Ninno, C. Tesliuc, and A. Ouerghi. 2008. For Protection and Promotion: The Design and Implementation of
Effective Safety Nets. Washington, DC: World Bank.

22
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In all, the low attainment of MDGs calls for
more attention by governments, donors,
civil societies and other stakeholders to
address these obstacles as well as improving
on delivery systems, regulations and good
governance. New policy frameworks,
such as the recently launched IDB Group
Member Countries’ Partnership Strategy
(MCPS) and Country Poverty Assessment
Programs (CAPs) are being used as
powerful tools for addressing poverty in
member countries, particularly when they
are based on mutually reinforcing pillars
of pro-poor sustainable economic growth
and inclusive social development. Cross-cutting priorities of environmental sustainability, gender equity,
private sector development, and good governance, as emphasized in the IDB Group Policy for Poverty
Reduction, are also of paramount importance to enhance the effectiveness of interventions and achieving
a faster progress towards the attainment of the MDGs.

Table 3 : Status of Selected Targets of MDGs in IDB Member Countries
Earliest Year Latest Year Target
(1990s)
(2007)
2015

Status

G-1:

Proportion of people living on less than 1.25 $ (PPP) a day

41

30

20

Off-track

G-2:

Primary Completion Rate (% age group)

78

77

100

Off-track

G-3a: Share of women in wage employment in the non- agricultural sector

21

23

50

Off-track

G-3b: Promotion of gender equality (girls/boys ratio in education)

0.8

0.9

1.0

Off-track

G-4:

Under five Mortality Rate (per 1,000 births)

123

78

41

Off-track

G-5:

Maternal Mortality Rate (per 100,000 live births)

565

336

141

Off-track

G-7a: Access to an improved water source (% population)

28

21

100

Off-track

G-7b: Access to improved sanitation facilities (%population)

53

57

100

Off-track

Source: IDB-DRSD staff computation
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Operations in 1431H (2010G)
Selection of ISFD Projects
In line with the IDB Group Policy on
Poverty Reduction, and the ISFD FiveYear Strategy (2008-2012), a project/
program is considered pro-poor and is
therefore, eligible to ISFD financing, if it
benefits poor people in absolute terms.
If these beneficiaries support and sustain
the local economy, then this will create a
direct link between economic growth and
poverty reduction. It also implies that the
projects/programs which will be targeted
by the Fund must have clear and direct
positive impact on the poor. This broad-based pro-poor growth approach has continued to constitute the
basis of the Fund’s intervention in member countries with a view to achieve the following:
•

Help the poor to break away from poverty with a special focus on the absolute poor.

•

Achieve sustainability in the poverty reduction activities of the Fund with a view not only to help
member countries achieve the MDGs, but also to create opportunities for growth and employment
for the poor.

This requires targeting interventions in the areas of social and human development such as basic education,
health services, enhancing capabilities, particularly for women and youth, and providing the poor with
means of sustainable income to break away from poverty.

Programs’/Projects’ Approvals
In 1431H (2010G), 11 operations amounting to US$324.57 million were approved in 10 countries under
the umbrella of the ISFD, compared to 22 projects amounting to US$234.41 million in 17 countries
approved in 1430H (2009G), registering an increase of 38.5%23. However, the average ISFD financing
was US$29.69 million per project in 1431H (2010G), compared to US$10.65 million in the year before.
The main objective of all these projects was to contribute to the efforts of combating poverty in the

This amount consists of US$109.72 million from the ISFD-IDB concessional financing and US$214.85 million as direct co-financing
from the IDB through other modes of finance.
23
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beneficiary countries. Given the limited resources available, the Fund has been selective in picking up these
projects and formulating them in such a way as to achieve the maximum possible impact. This is reflected
in the sector priorities, geographical focus, as well as the targeted direct beneficiaries of the projects.
The ISFD approved projects/programs were guided by the IDB Group Policy for Poverty Reduction,
particularly:
•
•
•
•
•

Promoting pro-poor growth with particular concerns for equitable distribution of the
benefits.
Addressing gender issues in economic development.
Emphasizing human development; especially improvements in health care and education.
Promoting good governance and access to public service delivery by the poor.
Foster and harness ownership and commitment by local communities and direct beneficiaries
to ensure sustainability of the projects after completion.

Sectoral Distribution of Approved Projects – 1431H (2010G)
The sector distribution of the approved projects has been as follows:
Sector

No. of Projects

Value (US$m)

%

Agriculture

3

90.15

27.77

Education (VOLIP)

3

31.76

9.79

Micro-finance

2

15.75

4.85

Multi-sector

3

186.91

57.59

11

324.57

100.0

Total

Over 57% of the value of the Fund’s approvals in 1431H (2010G) was allocated to multi-sector projects,
reflecting its multi-dimensional approach to address poverty in member countries. Special focus was also
given to agriculture with 27.8% of financing because of its critical importance in the revitalization of smallscale sustainable food production in the rural areas, particularly at a time when rocketing food prices are
causing serious hardship for the poor. To ensure sustainability, environmental conservation is emphasized
as an overriding principle in all the Fund’s programs.
Five of the 11 operations approved by the Fund in 1431H (2010G) were in the areas of the thematic
programs of the Fund: Vocational Literacy and Microfinance, sharing 14.64% of the total approvals. These
two programs were emphasized as part of the main components of the ISFD Strategy (2008-2012). The
total cost of each of them over the Strategy period is estimated at US$500 million, to which the ISFD
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will contributes US$100 million. Given the catalyst/facilitator role of the ISFD, this implies that the two
programs are expected to attract resources from other development partners and stakeholders at a
leverage of 1:4.
The value of projects approved under these two programs on a cumulative basis, for the period 142931H (2008-2010), amounts to US$207.07 million. Of this, US$57.65 million was allocated to VOLIP and
US$149.42 million was allocated to MFSP. Given the benefits of these two programs to the poor, the ISFD
is making conscious efforts to look for opportunities to forge partnerships with governments, development
institutions, private sector, NGOs, local communities, and other stakeholders to optimize their impact on
the poor segment of the society.

LDMCs are major beneficiaries of the ISFD
According to the IDB policy on poverty reduction, the Least Developed Member Countries (LDMCs)24 will
be the main beneficiaries of the ISFD operations. The basic criteria of eligibility to have access to the Fund
resources is absolute poverty (i.e. at least 20% of the population or more are classified as living below
the poverty line), stage of achievement in reducing poverty as defined in the policy, need for resources,
and absorptive capacity of the recipient country. Eighty percent of the annual financing would be directed
towards the LDMCs, and 20% to be allocated to poverty pockets in non-LDMCs.
In 1431H (2010G), 8 out of the 10 countries which benefited from ISFD financing were LDMCs, most of
which (6) are in sub-Saharan Africa, as can be seen in the ISFD Approved Projects’ Portfolio (Annex I).This
is consistent with the IDB policy to give special consideration for the African countries as reflected in the
Special Program for the Development of Africa (SPDA) and Jeddah Declaration which aim to contribute
to the efforts of addressing food crisis in member countries. All these initiatives are also aimed to address
short- and long-term economic development of Africa. Moreover, the IDB has decided that the programs
supported by the IDB Group, SPDA, Jeddah Declaration, and the ISFD, would be implemented in tandem
so as to supplement the amount of resources available from the Fund to member countries and give more
incentive to other partners to contribute to these programs.
Terms & Conditions of ISFD Financing
The terms and conditions of the approved operations in 1431H (2010G) have all been financed
on concessional terms, i.e. ranging from 0.75% to 2.0% for service charges, 7 to 10 years for grace
periods, and 20 to 30 years for repayment periods. This was in line with the approved ISFD loans
terms and conditions.

The LDMCs include 25 IDB member countries, namely Afghanistan, Bangladesh, Benin, Burkina Faso, Chad, Comoros, Djibouti, The
Gambia, Guinea, Guinea-Bissau, Kyrgyzstan Republic, Maldives, Mali, Mauritania, Mozambique, Niger, Senegal, Sierra Leone, Somalia,
Sudan, Tajikistan , Togo, Uganda,Yemen. As a special case, the State of Palestine is given the same terms and conditions as LDMCs.
24
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Promoting co-financing with development partners
The ISFD actively promotes co-financing to increase the total amount of funding available and maximize
its impact. In addition, this helps the Fund to avoid/minimize duplication and maximize cooperation for
efficient and effective use of resources. It also enhances working relationship with stakeholders and other
development partners for greater chance of project success and sustainability. In 1431H (2010G), the
total cost of the approved projects was US$452.0 million, whereas the ISFD contributed US$324.57
million in cofinancing with the IDB – representing 72.2 percent, compared to 26.1 percent of ISFD
contribution last year. The remaining cost was covered by other partners including national Governments,
multilateral institutions and bilateral donors.

Strengthening partnerships with all stakeholders
The ISFD continues to explore opportunities to form partnerships with other financiers and stakeholders
as one of the key objectives of the its Five-Year Strategy (2008 – 2012). Consonant with the IDB Group
Policy for Poverty Reduction, this enables the Fund to play a catalytic and facilitator role in mobilizing
additional resources for financing its programs from all potential partners, including national, regional and
international funding institutions and banks, as well as from the private sector. It is also one of the best ways
of strengthening working relationships, enhancing governance, and thus amplifying interests and successes.
Potentially, these partnerships can be further harnessed to assist the Fund in the areas of project appraisal,
supervision of project implementation and loan administration services.
The ISFD primary partners in development are its beneficiary country governments. However, the Fund has
also strengthened its policy dialogue by involving a broader range of stakeholders in its work, particularly
in the implementation of its Vocational Literacy (VOLIP) and Microfinance Support Programs (MFSP). In
doing so, the Fund aims to learn lessons by strategically partnering with institutions and organizations
that are rich in experience or better placed to secure participation and effective implementation of these
programs. Some of these partnerships are briefly highlighted below.
- ISFD-Grameen Social Business
Initiative (SBI)
The ISFD-Grameen Social Business
Initiative is a partnership that aims
to develop an innovative Social
Business program in collaboration
with Grameen Bank in Bangladesh that
was proposed by Professor Mohammed
Yunus, Managing Director of Grameen
Bank, in November 2008.
This initiative is a non-loss, nondividend operation. It is also not a
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charity because it is operating as a business where cost-effectiveness, profit margins, etc. are integral
part of the initiative to help it reach financial independence and sustainability (non-loss). However, it is
not a regular profit-maximizing business because its objective is not to enrich its investors, but instead
improve the welfare of the under-privileged. Once the social business has reached a point of financial
sustainability, social business investors only receive the absolute amount they originally invested (nondividend).
Given the ISFD vision to address poverty in member countries, the conceived projects/programs
under this initiative will be aimed to produce products or services that are specifically targeting social
objectives. The ISFD is considering providing a US$10.0 million to support this initiative. It is also
exploring the possibility of implementing this initiative with potential partners in other IDB Member
Countries.
The 7 Principles of Social Business
As conceptualized by Grameen Bank, Bangladesh, the principles that qualify a project as a social
business are:
1. The business objective will be to overcome poverty, or one or more problems (such as
education, health, technology access, and environment) which threaten people and society;
not profit maximization;
2. Financial and economic sustainability;
3. Investors get back their money amount only. No dividend is given beyond the investment;
4. When investment amount is paid back, company profit stays with the company for expansion
and improvement;
5. Environmentally conscious;
6. Workforce gets market wage with better working conditions;
7. ...do it with joy.
Source: Grameen Bank, Bangladesh

- International Islamic Charity
Organization (IICO)
This is an ISFD partnership with
the International Islamic Charitable
Organization (IICO), based in Kuwait,
on a program for the support of the
needy rural women and other marginal
groups in several countries, such as
Uganda, Sudan, Egypt, Jordan, Bahrain,
Pakistan and Bangladesh basically
through increased access of these
groups to microfinance. The initial cost
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of the program is estimated at US$15.0 million, to which IICO will provide US$5.0 million and the
ISFD US$5.0 million. In addition, the Fund and IICO are coordinating together to mobilize resources
from other sources to cover the remaining amount. The ISFD financing will be used for microfinance
to productive activities that aim to provide employment opportunities for the needy communities and
improve their living conditions.
- Prince Salman Centre for Disability Research (PSCDR) and the Saudi Credit and
Saving Bank (Kingdom of Saudi Arabia)
The IDB has signed a Framework Agreement with Prince Salman Centre for Disability Research
(PSCDR) and the Saudi Credit and Saving Bank (SCSB) in September 2008, with a view to assist
the disabled in Saudi Arabia to be engaged in income-generating activities in their communities. The
Saudi Credit and Saving Bank has committed SR150.0 million (US$40.0 million) to the program to be
extended to small enterprises and vocational occupations of the disabled persons.The ISFD will initially
participate in the initiative through the provision of training, capacity building and technical assistance
for sites visits and programs design since the amount availed by the SCSB is regarded as enough for the
initial stage of the program. The consultant engaged by the Bank has already completed his work on
various aspects related to the program which has already entered the implementation stage.
- Other Partnerships
The ISFD is also in the process of entering into partnership with many organizations, such as the World
Bank (MENA Region), African Development Bank, UN agencies, The Carter Centre, Qatar Charity
Organization, Earth Institute at the University of Columbia in New York and the MDG Centre in
Nairobi (Sustainable Villages Project), etc, to implement poverty related projects.

Looking Ahead
To further enhance its operations, and in view of the limited capital resources, the ISFD plans to:
•

Initiate Special Programs and Trust Funds, including Public-Private and Individual Partnerships across
countries, regionally and internationally, and develop programs for a new group of countries on
communicable diseases – Malaria and HIV/AIDS in particular, education of the poor, food security and
vocational training.

•

Continue to support the IDB Group Jeddah Declaration Program and the Special Program for
the Development of Africa (SPDA).

•

Develop Country Poverty Assessments (CPAs) in LDMCs, with a view to cover most of them by
1433H and provide inputs into the Member Country Partnership Strategies (MCPSs) in collaboration with
other entities of the IDB. This will enable the Fund to achieve its goal of moving gradually from stand
alone project’s financing to program financing.
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•

Implement Community Driven Development (CDD) projects/programs with special focus on women/
gender issues and organize regional workshops on poverty and the CDD approach.

•

Developing the Sustainable Villages Program which aims at fighting poverty through an integrated rural
development approach and comprehensive human development and offers great opportunities for
collaboration with development partners.

•

Undertake a “mid-term” review of the ISFD Five-Year Strategy (2008-2012) to evaluate implementation
against expectations, lessons learnt and how to strengthen implementation of the plan, particularly
financial leveraging.
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Corporate Aspects

Activities of the ISFD Board of Governors
The supreme authority of the ISFD is vested in the Board of Governors.The 3rd Meeting of the ISFD BOG
was held in Baku in Azerbajan on 11-12 Rajab 1431H (23-24 June, 2010G), in conjunction with the 35th IDB
Group Annual Meeting of the BOG.
The BOG adopted the ISFD Annual Report and Audited Financial Statements - 1431H (2010G). It also
deliberated on the progress of the Fund during 1431H and appreciated the ISFD management’s efforts
towards promotion of the Fund’s activities. However, the BOG expressed concerns about the low levels
of contributions to the capital of the ISFD.The Board emphasized the importance of resource mobilization
for implementation of the ISFD programs and asked the ISFD management to continue consultations with
the ISFD Governors with a view to come up with an appropriate criteria for guiding member countries’
contributions to the Fund.
The BOG decided that the 4th Annual Meeting of the ISFD BOG would be held on 27-28 Rajab 1432H
(29-30 June 2011). It also approved Messrs Deloitte & Touche and Bakr Abulkhair & Co. as auditors of the
ISFD Financial Accounts in 1431H (2010G).
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Activities of the ISFD Board of Directors
As per the regulations of the ISFD, the Board of Executive Directors of the IDB has been appointed as the
Board of Directors of the ISFD (BOD) to provide strategic guidance and take decisions regarding all forms
of financing, as well as the resources, operational procedures and policies, and rules and regulations of the
Fund.
During 1431H, the BOD continued to closely monitor implementation of the ISFD’s poverty
reduction mandate. It held eight meetings during which it considered a number of items related to projects
financing and policy issues. Eight ISFD Progress Reports were considered by the BOD, highlighting the
various activities carried out by the Fund as well as areas for further actions and improvement.
The Board approved 11 operations amounting to US$324.57 million for poverty reduction projects/ programs
in 10 IDB member countries. It also considered one operation approved by the President of the IDB, under
the authority delegated to him by the BOD. In considering the ISFD projects, the Board emphasized that
all these projects should possess high poverty content so that the Fund could achieve its objectives. It
also required the Fund to establish a criterion for differentiating between ISFD and IDB operations and
emphasized the importance of partnerships and co-financing to supplement the ISFD limited resources
and scale up its projects.
The BOD approved the ISFD Administrative budget for 1431H amounting to ID1.91 million25 (approx.
US$3.06 million), and Capital Investment Budget amounting to ID0.08 million (approx. US$0.125 million). It
also approved the Fund’s Administrative Budget for 1432H (2011G) amounting to ID2.051 million (aprrox.
US$3.205 million) – including Capital Investment Budget of ID0.044 million (aprrox. US$0.069 million).
It also approved creation of four additional staff positions in the Fund. The BOD emphasized that the
creation of additional staff positions would enable the Fund to lend more focus on promotion of its
activities, effective resource mobilization and consultation with member countries.
The Board considered the low level of contributions to the ISFD capital with no tangible additions during
1431H (2010G). It emphasized the need for an extensive resource mobilization campaign at the member
countries’ level to enhance the current level of contributions. It also welcomed the initiative to produce
a short publicity film focusing on success stories to be screened in member countries and high-level fora
with a view to raise awareness on the potential of the ISFD in addressing poverty in the IDB member
countries.
The Board also considered and cleared resolutions calling on member countries to address the low levels
of contributions and payments to the ISFD capital for adoption by the BOG. It also considered various

An ID (Islamic Dinar) is equal to 1 Special Drawing Right of the IMF (approx. US$1.5625 at the time of the approval of the ISFD
Administrative Budget for 1431H (2010G))

25
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options for developing criteria which could guide the levels of contributions of member countries’ to the
capital of the Fund.
The BOD noted the low level of income achieved from the investment of ISFD liquid assets in 1431H
(2010G) which was mainly due to low returns on short-term Shariah compatible placements and provisions
for investments. The Board required the Fund’s management to develop an ISFD Investment Policy based
on sound investment and Shariah compatible principles to guide the ISFD investments in the future.

ISFD Membership
So far, 42 IDB member countries and the IDB have announced their contributions to the Fund (see Annex II).
Of the countries which have announced their contributions, 15 have fully paid their contributions and 27
countries made partial payment. Fourteen IDB member countries are yet to announce their contributions
to the capital of the Fund. The BOD approved the participation of the new members of the ISFD who
announced their contributions after the approval of the Regulations of the Fund.

ISFD Management
Currently, the ISFD organization structure involves a director office and two divisions: Strategy & Program
Management Division and Advocacy & Special Programs Division. The current Director of the Fund is Dr.
Bashir Omar Mohammed Fadlalla. Dr. Safiullah Munsour is heading the Strategy & Program Management
Division and Br. Rabih Mattar is heading the Advocacy & Special Programs Division.
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Financial Review
Resources of the ISFD
The approved target capital of the ISFD is US$10.0 billion. The position of capital subscriptions as at the
end of 1431H (2010G) is shown in Annex II. These are composed of voluntary contributions by member
countries of the IDB, and the IDB. The Fund has no callable capital.
Total pledges as at the end of 1431H (2010G) stood at US$2.629 billion, composed of US$1.629 billion
committed by 42 IDB member countries, and US$1.0 billion committed by the IDB. The biggest pledges
were made by Saudi Arabia (US$1.0 billion), Kuwait (US$300.0 million), and Iran (US$100.0 million).
Paid-in capital was US$1,531.78 million as at the end of 1431H (2010G), compared to US$1,060.66 and
US$538.2 million in 1430H and 1429H respectively. Out of this amount, US$1,231.78 million was paid
by member countries and US$300.0 million by the IDB. Net profit for 1431H (2010G) was US$11.798
million, compared to US$2.568 million and US$21.881 million in the previous two years respectively.
The Fund has separate accounts and records of its capital resources and operations. All operations
and investments activities of the Fund are conducted in conformity with Shariah (Islamic law)
governing Islamic Awqaf (Trusts). Although the accounts of the Fund are kept in US dollars, the ISFD
Regulations stipulate that they can be kept in any currency, currencies, or unit of account that the Board
of Directors may deem appropriate. As an interim measure, the BOD decided to use the US dollar as a
unit of account of the Fund since its capital is denominated in US dollars. The Fund’s accounts are kept by
the IDB Finance Department.

Operations Financing
The ISFD approvals in 1431H (2010G) amounted to US$324.57 million, for 11 operations in 10 IDB member
countries. These operations were partly financed from the IDB allocations for concessionary financing
under the umbrella of ISFD.
The applied terms and conditions to the Fund’s operations were set in a manner to ensure that financing
is provided on concessional terms to the member countries while conserving the long-term sustainability
of the Fund.
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Income
The ISFD liquid funds are composed of paid-in contributions from member countries and the IDB. During
1431H (2010G), these funds were invested in Murabaha and short-term Shariah compatible placements.
All investments were made in US dollar and Euro.
ISFD gross income in 1431H (2010G) was US$13.202 million, composed of income from
commodity placements (US$8.727 million), mudarabas (US$4.0175 million) and syndication (US$0.30
million). The low gross income was mainly due to the low rates on commodity placements and mudarabas
during the year which mostly ranged between 0.6% and 0.9%.
Net income for the year was US$11.798 million and no accrued income was made on the Fund’s
operations during the year. Regarding the impact of exchange rates movements, the net impact was negative
as the Fund registered a net currency loss of US$0.078 million, compared to a currency gain of US$0.835
million which was registered in the year before.

Management of Liquid Funds
ISFD is required to invest its resources which will not be immediately required for financing its operations. As
a waqf (i.e. Trust), paid-in capital would not be available for utilization in the Fund’s operational activities.
Therefore, to maximise the income of the Fund, liquidity would be maintained only to the extent that can
meet the Fund’s current cash requirements and undisbursed commitments.
The ISFD liquid assets are invested based on guidelines which are issued by the IDB Risk
Management Department. In the meantime, the ISFD is in the process of developing an Investment Policy
to guide the short- and long-term investment of its capital resources.
Key Financial Indicators (in US$m)

1429H

1430H

1431H

Capital Contributions: Commitment

2,610.0

2,629.0

2,629.0

Capital Contributions: Payments

538.2

1,060.7

1,531.8

Operating Income

23.54

11.23

13.20

Net Income

21.88

2.568

11.80
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ISFD Visit to the Millennium Village Projects in Kenya (Sauri and Dertu) as part of the collaboration with the Earth Institute in the
University of Columbia in New York and the MDG Centre in Nairobi on the ISFD new initiative of the Sustainable Villages Program.
This initiative aims at fighting poverty through an integrated rural development approach and comprehensive human development
and offers great opportunities for collaboration with development partners.

H.E. Birama Boubacar Sidibé,Vice President of IDB (Operations), with H.E. RH Raila Odinga, Prime Minister of the Republic of Kenya
(first up) and H.E. Farah Maalim Mohammed, Deputy Speaker of the National Assembly of Kenya (second picture).

Dr. Bashir Omar Mohammed Fadlalla, Director of the ISFD, with Dr.
Belay Begashw, Director of the MDG Centre in Nairobi, Kenya.
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Field visit to Sauri Millennium Village Project (West Kenya)
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Challenges and Prospects
Limited Resource Base of the ISFD
Although more than three years have
elapsed since the start of the ISFD
operations and the launching of its FiveYear Strategy (2008-2012), the Fund is
still constrained by the relatively low level
of resources, compared to its approved
US$10.0 billion capital stock.
The Fund has been established on the
basis of voluntary contributions from
member countries to illustrate “Islamic
solidarity and brotherhood” among them. As
such, major contributions are expected
to come from the group classified as high
income member countries at a level which would offset the potentially small contributions which are
expected from the least developed member countries (LDMCs).
So far, 42 member countries have announced their contributions to the Fund, which together with the
IDB, have amounted to US$2.629 billion – hardly different from the levels registered in the previous two
years.The biggest commitments have come from the Kingdom of Saudi Arabia (US$1.0 billion), the State of
Kuwait (US$300 million), Islamic Republic of Iran (US$100 million), the State of Qatar (US$50 million), and
Algeria (US$50 million). Many of the least developed member countries in Africa have also made pledges.
The IDB itself has committed US$1.0 billion to be paid over 10 years. The amount announced both by the
member countries and the IDB represents 26.3 percent of the principal targeted capital of the Fund (US$
10.0 billion). As the success of the ISFD depends mainly upon the financial contributions to be provided
by member countries, the challenge to mobilize the approved capital resources of the Fund cannot be
overstated.
Efforts to Enhance the Level of Resource Mobilization:
Aware of the critical need for mobilizing the required capital resources for the Fund to implement its
programs and, therefore, fulfill its objectives, IDB has continued its efforts to sensitize member countries
about the need to announce and pay appropriate contributions to the Fund and pay those contributions.
These actions included:
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•

Regular consultations with the ISFD Governors, particularly during the BOG Annual Meetings,
as well as communications through the Chairman of the BOG, to address the problem of low
contributions to the Fund.

•

Consultations about the need to adopt specific criteria to guide contributions by member countries
to the Fund.

•

Preparing promotional material to highlight the Fund’s programs and heighten the awareness about
the need to support those programs.

•

Commissioning a study about establishment of special Trust Funds in the IDB to augment its
resources.

•

Organizing an Expert Group Meeting to discuss the reasons of the low level of resource mobilization
and make recommendations about the steps to be taken to enhance the Fund’s resources and its
programs.

•

Closely coordinating with the current Chairman of the OIC Summit (H.E. President Abdoulaye
Wade, President of the Republic of Senegal) and the Secretary General of the OIC, Akmal ud Din
Ehsan Oglo, on all matters and steps to be taken in relation to resource mobilization.

Hence, the issue of resource mobilization remains the most compelling challenge for the ISFD in 1432H (2011).
The ISFD, therefore, looks forward for member countries who did not contribute so far to the
Fund’s resources to do that at the soonest possible and those member countries who made initial
contributions to increase these contributions further to enable the Fund to play its noble role. The Fund
looks forward with optimism that member countries will implement the resolutions of the OIC Summit,
COMCEC Summit and those issued by the IDB Board of Governors in this regard, as it is only through
such strong commitment that the ISFD will be able to contribute significant amounts to its projects/
programs and attract strong partners to assist in the fight against poverty in the member countries,
particularly the least developed ones.
In addition to the commitments of the
member countries, the management of the
ISFD will exert effort to tap the waqf/Zakat
and private sector funds to augment the
Fund’s resources. The ISFD will also launch
an initiative to administer special funds,
as desired by the contributors to these
funds to be applied to particular povertyrelated program/project, and build strong
partnerships and co-financing arrangements
with development partners.
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Suggested Criteria by ISFD for Guiding Member Countries Contributions to
The ISFD
•
•
•
•
•

Percentage share of a country’s real GDP (say, 0.2% over 3-4 years)
Percentage share of the value of the annual total merchandise exports
Percentage share of a country’s foreign exchange reserves
A weighted combination of the above criteria, or
A Percentage share proportionate to each member country’s percentage contribution to
the subscribed or paid-in capital of the IDB

Enhancing Resource Mobilization Efforts
The ISFD will launch a resource mobilization campaign through various activities, including:
•

Mounting high-level missions to member countries to sensitize the authorities in these countries
about the need to commit resources to the Fund.

•

Contracting a reputable public relations firm which could assist in promoting the activities of the
fund as well as advise on various alternative ways and means for resource mobilization.

•

Building network – partnering with UN agencies,
regional banks, foundations, private businesses,
and civil society organizations.

•

Organizing conferences at a regional level
for private sector, awqaf (Trusts) and Zakat
institutions and charitable organizations to build
up partnerships and augment ISFD resources.

•

Establishing
Funds.

•

Enhancing the ISFD staff capacity for better
program’s/project’s formulation, design and
timely implementation, as well as in the area of
marketing and building of partnership skills.

specific

poverty-related Trust

The Fund will also constitute the ISFD High-Level
Advisory Board, as called for in the ISFD Regulations,
which will assist in the campaign for resource
mobilization.
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Benin

Burkina Faso

Indonesia

Kazakhstan

4

5

6

Azerbaijan

2

3

Albania

Country

1

S/No.

US$ 212.0
million

US$ 12.17
million

Microfinance to Rural Areas
Project
(Finance)

US$12.58
million

IDB-PNPM – Integrated
Community Driven
Development (ICDD)
Phase-II Project
(Multi-sector)

Basic Education
Development Project
(Education)

US$ 17.3
million

US$99.38

Integrated Rural
Development Project
(Agriculture)

Integrated Microfinance
Support Program
(Finance)

US$ 6.0
million

Total
Cost

Microfinance Project
(Finance)

Project

US$ 10.15
million

US$ 159.45
million

US$11.36 million

US$10.45 million

US$66.39 million

US$5.3 million

ISFD
Contribution

31/1/10

3/10/10

8/8/10

14/3/10

9/5/10

3/10/10

Approval
Date

The project aims to provide Sharia compliant microfinance services
to the rural population, particularly women and small-scale agrarian
farmers, to help them invest in new businesses and/or expand the
existing ones. Thus, the project will compliment the efforts of the
Government of Kazakhstan to reduce poverty through increasing
the opportunities for job creation and income-earning activities,

The project is one of the major national flagship poverty alleviation
programs of the Government of Indonesia. It aims at improving the
socio-economic conditions of the poor segments of the society,
particularly women, through improving community infrastructure,
training for employment and institutional capacity building.

The project will support the Ten-Year Basic Education Plan of
Burkina Faso by contributing to the extension of the coverage
of basic education, particularly to girls. It will also improve the
monitoring and management capacity of the central and local units
of the Ministry of Basic and Adults Education.

Providing access to microfinance, training, and business
opportunities for low-income people. At least 70% of the
beneficiaries will be women.The program will also provide capacity
building for qualified microfinance intermediaries to deliver Islamic
microfinance services to the beneficiaries.

The project, located in Kura Watershed, is aimed at providing support for enhanced agricultural productivity, with a view to increase
food security and enhance income-raising opportunities. The project scope includes rural Infrastructure development, financial services and auditing, project coordination & management, design and
supervision and a start-up workshop.

The project is aimed to complement the poverty alleviation
strategy of the government targeting remote and marginalized
districts/poverty pockets and to support financially and socially
viable local microfinance institutions and funds. It will provide
access to microfinance for the impoverished segments of the
society, particularly women in the rural and mountainous areas of
the country.

Description & Objectives of the Project

ISFD Projects’ Profiles – 1431H (2010)

Annex I
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Niger

Sierra Leone

Sierra Leone

Yemen

8

9

10

11

US$12.79
million

US$18.45
million

US$40.56
million

Palm Oil Project
(Agriculture)

Community Driven
Development (CDD)
Project
(Multi-sector)

Enhancement of Rural
Development Opportunities
(Agriculture)

457.37

US$10.12
million

US$16.02
million

Vocational Literacy Program
for Poverty Reduction
(Education)

Vocational Literacy Program
for Poverty Reduction
(Education)

Total (US$m)

Mauritania

7

324.57

US$12.5 million

US$17.31 million

US$11.26 million

US$9.0 million

US$11.4 million)

14/3/10

14/3/10

20/6/10

20/6/10

8/8/10

The project aims to create sustainable economic opportunities and
income generating activities for the rural communities working in
the agriculture sector in eight governorates. Is components include
irrigation and water management infrastructure, microfinance,
establishment of an Economic Opportunities Fund, Monitoring and
Start-up Workshops and financial audit.

The project aims to improve the socio-economic conditions of
the local communities and support capacity building through
facilitation, training, and strengthening of linkages amongst
communities, local and Chiefdom councils, and the private sector.
The project>s scope also includes interventions in the social and
basic infrastructure (schools, feeder roads, etc.), adults education
and income-generating skills.

The project will contribute to the improvement of food security
of the rural population through the development of palm oil
production and processing in the framework of South-South
cooperation with the contribution of the Government of Malaysia.
It will, therefore, increase the revenues of the rural population,
create jobs, generate business opportunities for the private sector
and raise the exports revenue of the country.

The objective of the project is to improve the living conditions
and reduce vulnerability of the poor segments of the society, in
particular women and youth, by equipping them with relevant
functional literacy competencies and notional skills and giving them
access to microfinance. It will help the government expand basic
education through literacy programs for children, teenagers and
young women who dropped out or missed the opportunity to
attend school.

The project aims to improve the literacy competencies, job skills
and productivity of about 21,000 poor people through access to
formal education, vocational training and microfinance services.The
project>s scope also includes support to non-formal education
and project implementation. A number of development financial
institutions and organizations have confirmed their participation
in the project.

Annex II
Statement of Contributions to the ISFD Capital Resources
As of 30/12/1431H (6 December 2010)*
S.No
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

Country

Commitments

Payment

Albania
Algeria
Azerbaijan
Bahrain
Bangladesh
Benin
Brunei
Burkina Faso
Cameroun
Chad
Cote d’Ivoire
Gabon
Gambia
Guinea
Iran
Iraq
Jordan
Kazakhstan
Kuwait
Lebanon
Malaysia
Mali
Mauritania
Morocco
Mozambique
Niger
Nigeria
Oman
Pakistan
Palestine
Qatar
Saudi Arabia
Senegal
Sierra Leone
Sudan
Suriname
Syria
Togo
Turkey
Uganda
Uzbekistan
Yemen Republic
Islamic Development Bank

10,000.00
50,000,000.00
300,000.00
2,000,000.00
1,000,000.00
12,250,000.00
2,000,000.00
2,200,000.00
2,000,000.00
2,000,000.00
5,000,000.00
2,000,000.00

300,000,000.00
1,000,000.00
20,000,000.00
4,000,000.00
5,000,000.00
5,000,000.00
200,000.00
2,000,000.00
2,000,000.00
5,000,000.00
10,000,000.00
500,000.00
50,000,000.00
1,000,000,000.00
10,000,000.00
1,000,000.00
15,000,000.00
500,000.00
2,000,000.00
1,000,000.00
5,000,000.00
100,000.00
300,000.00
3,000,000.00
1,000,000,000.00

0.00
49,768,327.14
324,000.00
2,000,000.00
1,000,000.00
0.00
1,999,980.00
2,238,247.77
2,000,000.00
0.00
0.00
2,000,000.00
11,965.54
2,000,000.00
65,000,000.00
1,000,000.00
3,000,000.00
999,970.00
0.00
1,000,000.00
20,000,000.00
0.00
0.00
5,000,001.00
0.00
0.00
2,000,006.66
5,000,000.00
5,115,507.43
185,946.15
49,999,999.98
1,000,000,000.00
0.00
0.00
0.00
499,894.00
2,000,001.00
999,950.00
3,333,333.00
0.00
300,000.00
2,999,974.56
300,000,000.00

Grand Total

2,629,360,000.00

1,531,777,104.23

2,000,000.00
100,000,000.00
1,000,000.00
3,000,000.00

* Indonesia has committed US$10.0 million on 4/4/1432H (10/3/2011)
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Al Fozan & Al Sadhan
P.O. Box 16415
Jeddah 21464
Kingdom of Saudi Arabia

P. O. Box 55078
Jeddah 21534
Kingdom of Saudi Arabia

INDEPENDENT JOINT AUDITORS’ SPECIAL PURPOSE REPORT
Your Excellencies Chairman and Members of the Board of Governors

Islamic Development Bank
Scope of audit

We have audited the accompanying statement of financial position of the Islamic Development Bank The Islamic Solidarity Fund for Development (the “Fund”) as of Dhul Hijjah 30, 1431H and the related
statements of activities, cash flows and changes in net assets for the year then ended and the notes which
form an integral part of the financial statements. These financial statements, which were prepared by the
Fund on the basis of accounting described in Note 2 and presented to us with all the information and
explanations which we required, are the responsibility of the Fund’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.The Funds financial statements for the
year ended Dhul Hijjah 30, 1430H were audited by other auditors whose report, dated 28 Rabi’I, 1431H
(corresponding to 14 March, 2010), expressed an unqualified opinion on those financial statements.
We conducted our audit in accordance with auditing standards generally accepted in the Kingdom of
Saudi Arabia. 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.

Unqualified opinion
In our opinion, such financial statements taken as a whole, present fairly, in all material respects, the
financial position of the Fund as of Dhul Hijjah 30, 1431H and the results of its activities and cash flows for
the year then ended on the basis of accounting described in Note 2.

PricewaterhouseCoopers

KPMG Al Fozan & Al Sadhan

Sami E. Farah
Certified Public Accountant
Registration No. 168

Ebrahim O. Baeshen
Certified Public Accountant
Registration No. 382
20 Jamad Al-Awwal 1432H
24 April 2011
Jeddah
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ISLAMIC DEVELOPMENT BANK
THE ISLAMIC SOLIDARITY FUND FOR DEVELOPMENT
STATEMENT OF FINANCIAL POSITION
AS OF 30 DHUL HIJJAH 1431H
(All amounts in thousands of United States Dollars unless otherwise stated)

Note

1431H

1430H

ASSETS
Cash and cash equivalents

3

683,846

385,137

Short-term commodity placements through banks

4

632,593

613,375

Murabaha financing, net

5

34,975

21,018

Investment in Sukuk, net

6

191,781

67,311

20,000

--

5,504

--

Ijarah Muntahia Bittamleek
Loans
Accrued income and other assets
TOTAL ASSETS

4,730

1,737

1,573,429

1,088,578

5,123

3,473

282

--

5,405

3,473

1,568,024

1,085,105

1,531,777

1,060,656

36,247

24,449

1,568,024

1,085,105

LIABILITIES
Payable to Islamic Development Bank - Ordinary
Capital Resources

7

Accrued and other liabilities
TOTAL LIABILITIES
NET ASSETS
REPRESENTED BY:
Fund resources

1

Retained earnings

The financial statements were authorized for issue in accordance with a resolution of the Board of
Executive Directors on 6 th Jamad-ul-Awwal, 1432H (10 April 2011G).

The accompanying notes from 1 to 7 form
an integral part of these financial statements.
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ISLAMIC DEVELOPMENT BANK
THE ISLAMIC SOLIDARITY FUND FOR DEVELOPMENT
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED 30 DHUL HIJJAH 1431H
(All amounts in thousands of United States Dollars unless otherwise stated)

1430H

1431H
Income from:
Short-term commodity placements through banks

8,727

8,762

300

349

4,175

2,121

13,202

11,232

Salaries and benefits

(952)

(1,131)

General and administrative expenses

(374)

(199)

(78)

835

Provision for impairment of assets

--

(7,745)

Others

--

(424)

11,798

2,568

Murabaha financing
Investment in Sukuk
Expenditures:

Foreign exchange (loss) / gain

Surplus of income over expenditure for the year

The accompanying notes from 1 to 9 form
an integral part of these financial statements.
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ISLAMIC DEVELOPMENT BANK
THE ISLAMIC SOLIDARITY FUND FOR DEVELOPMENT
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 DHUL HIJJAH 1431H
(All amounts in thousands of United States Dollars unless otherwise stated)

Note

1431H

OPERATING ACTIVITIES
Surplus of income over expenditure for the year

1430H

11,798

2,568

--

7,745

(2,993)

959

1,650

(6,422)

282

--

10,737

4,850

INVESTING ACTIVITIES
Short-term commodity placements through banks
Murabaha financing, net
Investment in Sukuk, net
Ijarah Muntahia Bittamleek
Loans

(19,218)
(13,957)
(124,470)
(20,000)
(5,504)

(163,947)
(12,719)
(75,056)
---

Net cash utilized in investing activities

(183,149)

(251,722)

471,121

522,432

Net cash generated from financing activities

471,121

522,432

Net increase in cash and cash equivalents

298,709

275,560

Cash and cash equivalents at the beginning of the year

385,137

109,577

683,846

385,137

Adjustments for non-cash items
Provision for impairment of assets
Changes in assets and liabilities:
Accrued income and other assets
Payable to Islamic Development Bank - Ordinary
Capital Resources
Accrued and other liabilities
Net cash generated from operating activities

FINANCING ACTIVITIES
Contribution received

Cash and cash equivalents at the end of the year

1

3

The accompanying notes from 1 to 9 form
an integral part of these financial statements.
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ISLAMIC DEVELOPMENT BANK
THE ISLAMIC SOLIDARITY FUND FOR DEVELOPMENT
STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 30 DHUL HIJJAH 1431H
(All amounts in thousands of United States Dollars unless otherwise stated)

Fund
resources

Retained
earnings

Total

Balance at 1 Muharram 1430H

538,224

21,881

560,105

Contributions received during the year

522,432

--

522,432

--

2,568

2,568

1,060,656

24,449

1,085,105

471,121

--

471,121

--

11,798

11,798

1,531,777

36,247

1,568,024

Surplus of income over expenditure for the year
Balance at 30 Dhul Hijjah 1430H
Contributions received during the year
Surplus of income over expenditure for the year
Balance at 30 Dhul Hijjah 1431H

The accompanying notes from 1 to 9 form
an integral part of these financial statements.
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ISLAMIC DEVELOPMENT BANK
THE ISLAMIC SOLIDARITY FUND FOR DEVELOPMENT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 DHUL HIJJAH 1431H
(All amounts in United States Dollars thousands unless otherwise stated)

1.

INCORPORATION, ACTIVITIES AND OTHER
The Islamic Solidarity Fund for Development (“the Fund”) was established pursuant to the decision
taken at the Third Extraordinary session of the Organization of Islamic Conference (“OIC”) Islamic
Summit Conference in Makkah on 5 and 6 Dhul Qadah 1426H (corresponding to 7 and 8 December
2006).
The purpose of the Fund is to finance different productive and service projects and programs that
help in reducing poverty in member countries of the OIC in accordance with its Regulations. The
Fund was officially launched during the 32nd meeting of the Islamic Development Bank (“IDB”)
Board of Governors (“BoG”), held on 12 and 13 Jumad Awwal 1428H (corresponding to 29 and 30
May 2007) in Dakar, Senegal through adoption of the BoG resolution no. BG/5-428.
The target principal amount of the Fund is United States Dollars (“USD”) 10 billion. The principal
amount shall consist of contributions from IDB and institutions of member countries. IDB has
committed to contribute USD 1 billion, payable in 10 annual installments of USD 100 million each.
The total contributions received as at 30 Dhul Hijjah 1431H is in the amount of USD 1.53 billion
(1430H: USD 1.06 billion).
The Fund is administered by a Board of Directors of the Fund.The President of IDB is the ex-officio
Chairman of the Board of Directors.
The resources of the Fund available for utilization in its activities consist of:
1. income from the Waqf;
2. fund derived from operations or otherwise accruing to the Fund;
3. others resources received by the Fund.
All dealings and activities of the Fund shall be in conformity with Islamic Shariah. The Fund’s
financial year is the lunar Hijra year.

As a Fund of the IDB, which is an international institution, the Fund is not subject to an external regulatory
authority.
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2.

SIGNIFICANT ACCOUNTING POLICIES
a) Basis of preparation
The financial statements have been prepared in accordance with the following significant
accounting policies approved by the Board of Governors. The financial statements are prepared
under the historical cost convention on the accrual basis of accounting.
b) Foreign currency translations
•

Functional and presentation currency
These financial statements are presented in thousands of United States Dollars (USD) which
is the functional and presentation currency of the Fund.

•

Transactions and balances
Foreign currency transactions are translated into USD using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and losses resulting from the settlement
of such transactions and from the translation of monetary assets and liabilities denominated
in foreign currencies at the year-end exchange rates are recognized in the statement of
activities.
Non-monitory items measured at historical cost denominated in a foreign currency are
translated with the exchange rate at the date of initial recognition.

c) Cash and cash equivalents
Cash and cash equivalents comprise bank balances, fixed deposits and placements with banks
with original maturity of three months or less at the date of placement.
d) Commodity placements through banks
Commodity placements are made through banks and are utilized in the purchase and sale
of commodities at profit. The buying and selling of commodities is limited by the terms of
agreement between the Fund and the banks. Commodity placements are initially recorded at
cost including acquisition charges associated with the placements and subsequently measured
at cost less any amounts written off (if any).
e) Murabaha Financing
Murabaha financing is an agreement whereby the Fund sells to a customer a commodity or
an asset, which the Fund has purchased and acquired based on a promise received from the
customer to buy. The selling price comprises the cost plus an agreed profit margin.
Amounts receivable from Murabaha financing are stated at the cost of goods sold or
disbursements made to the beneficiaries plus income recognized by the Fund to the date of the
statement of financial position, less repayments received and provision for impairment.
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f) Investments in Sukuk
Investments in Sukuk are held to maturity and stated at cost, except if there is an impairment of
value other than temporary for such investments. In such situations, the investments in Sukuk at
statement of financial position date are re-measured to their fair value and the loss is recognized
in the statement of activities.
g) Ijarah Muntahia Bittamleek
Ijarah is an agreement whereby the Fund, acting as a lessor, purchases according to the customer
request (lessee), based on his promise to lease the asset for an agreed rent for a specific period.
The Fund transfers the title of the asset to the lessee without consideration upon completion
of all payments due.
Investment in Ijarah Muntahia Bittamleek consists of assets purchased by the Fund, either
individually or through a syndicate agreement and leased to beneficiaries for their use under
Ijarah Muntahia Bittamleek agreements. The assets are stated at cost less the accumulated
depreciation up to the date of the statement of financial position. The assets are depreciated
using the straight-line method over the related lease period. No depreciation is recorded in
respect of assets under construction.
h) Loans
Loans and advances are recognized when cash is advanced disbursed to the borrowers.
Amounts receivable from loans represent amounts disbursed in respect of projects plus the
loan service fees due, less repayments received relating to the outstanding capital portion of the
loan as determined according to the loan agreements.
i) Revenue recognition
Short-term commodity placements through banks
Income from short-term commodity placements through banks is recognized on a time
apportionment basis over the period from the actual disbursement of funds to the date of
maturity.
Murabaha Financing
Income from Murabaha financing is accrued on a time apportionment basis over the period from
the date of the actual disbursement of funds to the scheduled repayment date of installments.
Investment in Sukuk
Income from investments in Sukuk is accrued on a time apportionment basis using the rate of
return advised by the issuing entities.
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Loan service fees
Income from loan service fees is accrued according to the service fee repayment schedule
appended to the loan agreement.
Ijarah Muntahia Bittamleek
Income from Ijarah Muntahia Bittamleek is allocated proportionately to the financial periods
over the lease term of Ijarah.
j) Impairment of financial assets
The Fund determines the provision for impairment losses based on an assessment of incurred
losses. An assessment is made at each financial position date to determine whether there is
objective evidence that a financial asset or a group of financial assets may be impaired. The
impairment loss results from the difference between the carrying amount of the asset and the
net present value of the expected future cash flows discounted at the implicit rate of return
from the financial asset. The impairment provision is periodically adjusted based on a review of
the prevailing circumstances.
Impairment losses are adjusted through the use of an allowance account. When a financial
asset is not considered recoverable, it is written off against the allowance account. Subsequent
recoveries of amounts previously written-off are credited to the statement of activities.
k) Provisions
Provisions are recognized when a reliable estimate can be made by the Fund for a present legal
or constructive obligation as a result of past events and it is more likely than not that an outflow
of resources will be required to settle the obligation.
l) Zakat And Tax Treatment
The Fund is considered a part of Baitul Mal (public money) and it is not subject to zakat or tax.

3.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents at 30 Dhul Hijjah comprise the following:
Note
Cash at banks
Short-term commodity placements through banks

4

1431H

1430H

8,546

5,537

675,300

379,600

683,846

385,137

Short-term placements with banks comprise those placements having a maturity of three months
or less at the date of placement.
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4.

SHORT-TERM COMMODITY PLACEMENTS THROUGH BANKS
Short-term commodity placements through banks at 30 Dhul Hijjah comprise the following:
Note
Short-term commodity placements through banks
Less: maturity of three months or less at the
date of placement

5.

3

1431H

1430H

1,307,893

992,975

(675,300)

(379,600)

632,593

613,375

MURABAHA FINANCING, NET
Murabaha financing at 30 Dhul Hijjah comprises the following:
1431H
Gross amounts receivables
Less: Unearned income

1430H

35,681

21,307

(706)

(289)

34,975

21,018

All goods purchased for resale under Murabaha financing are made on the basis of specific purchase
for resale to the subsequent customer. The promise of the customer is considered to be binding.
Consequently, any loss suffered by the Fund as a result of default by the customer prior to the
sale of goods would be made good by the customer. The Fund’s foreign trade operations are being
managed by The International Islamic Trade Finance Corporation (“ITFC”) for which the ITFC
charges a Mudarib fee. The Mudarib fee for the year ended 30 Dhul Hijjah 1431H was USD 107
thousands (1430H: USD 9 thousands) which has been netted off from the income from Murabaha
financing.

6.

INVESTMENTS IN SUKUK, NET
Investment in Sukuk at 30 Dhul Hijjah comprises the following:
1431H
Investment in Sukuk
Less: provision for impairment

1430H

199,526

75,056

(7,745)

(7,745)

191,781

67,311

The movement in the specific provision for impairment is as follows:
1431H
Balance at the beginning of the year
Charge for the year
Balance at the end of the year

1430H

7,745

--

--

7,745

7,745

7,745
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7.

RELATED PARTY TRANSACTIONS
During the ordinary course of its business, the Fund has certain transactions with Islamic
Development Bank Ordinary Capital Resources (“IDB-OCR”) and ITFC relating to investments
made through the inter-fund account between the Fund, IDB-OCR and ITFC as stated in notes 1
and 5 of the financial statement.The balance due to IDB-OCR as at Dhul Hijjah 30, 1431H was USD
5.12 million (1430H: USD 3.47 million).

56
Previous Page

Islamic Solidarity Fund for Development (ISFD)

Click Here To Go To Contents Page

Next Page

Exit

Previous Page

Click Here To Go To Contents Page

First Page

