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Cash Waqf Models of Baitul Maal wat Tamwil in Indonesia

by : 
Ascarya, Siti Rahmawati, and Raditya Sukmana

Department of Islamic Economic and Finance, Bank Indonesia 
Email : ascarya@bi.go.id

Abstract

Cash waqf is one type of contemporary waqf which has been widely applied by waqf 
institutions and Islamic financial institutions in Muslim majority countries as well as in 
Muslim minority countries. This study is intended to identify and analyze the cash waqf 
model applied by three Baitul Maal wat Tamwil (BMT) as certified Nazhir with their unique 
characteristics, not only to achieve triple bottom-line (outreach, sustainability and welfare 
impact), strengthen its role as the agent of holistic financial inclusion (HFI) and develop 
micro enterprises (MEs), but also to improve its social programs, to improve its stability as 
well as to contribute to financial system stability.
The results show that managing cash waqf (direct and indirect) will benefit not only final 
mauquf alaih (beneficiaries of BMT’s social programs), but also intermediate mauquf alaih 
(BMT and its MEs members). BMT would benefit from the placement of cash waqf funds 
in its waqf equity and investment deposit accounts, not only as source of fund, but also 
provides better liquidity risk and reduce mismatch, which in the long run would improve 
BMT stability and its resilience to external shock. BMT members and MEs would benefit 
from cheaper cost of micro-financing. Final mauquf alaih would benefit from more variety 
and better quality social programs. 
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To improve the participation of BMTs in managing cash waqf, BMT should be authorized 
and encouraged, with incentives and necessary regulations, to independently manage its 
own cash waqf collected. Moreover, the determinants of BMT soundness should not only 
include its Baitut Tamwil performance, but also include its Baitul Maal performance.
JEL Classification: D60, G210

Keywords: Waqf, Cash Waqf, Baitul Maal wat Tamwil

A. Introduction
One of  major distinction of Islamic Economics 

and conventional economics is on the issue of 
helping the other in need. This issue has not been 
thoroughly discussed in many refereed books on 
conventional economics, rather it focuses on how 
to adopt self interest motive to get the ultimate 
goal that is to enrich themselves and as a result 
poor and the needy are getting much less attention. 
Meanwhile the introduction of zakah (obligatory 
charity) as part of the five principle of Islam shows 
that Islam requires muslim to take care of the poor 
and needy. 

In general, Islam introduces various kinds of 
charity which can be broadly classified into two, 
firstly obligatory charity which known as zakah. 
It is a charity by muslim whose income has passed 
the nishab (certain amount of value) and haul (one 
year). Secondly it is a general charity or voluntary 
charity whereby it does not have any specific 
requirement . Everyone can donate in any amount 
and in anytime. 

Among the general charity above, there is also 
waqf. It is a type of charity in which the principle 
can not be reduced. For example, wakif (a person 
who donate waqf) is donating a certain squared 
meter of land to be used as a mosque. Land is a 
type of an asset which can be used as waqf since 
it can not be reduced. Meanwhile, a glass of water 

for the needy cannot be treated a waqf since it will 
be finished once it is consumed.

Waqf gets a lot of attention since Allah will 
give continous reward for the wakif. Based on the 
relevant hadits, three things that Allah will give the 
continous reward, those are children who make 
doa for the parents, meaningful knowledge which 
is distributed and charity (shadaqah jariyah). waqf 
is part of the shadaqah jariyah. A  good example 
of waqf is “The well of Rumah” during the time of 
Utsman bin Affan (RA). He commercially bought  
half of the well with sweet water (tasted a lot like 
Zamzam) that never dry throughout the year in 
Madinah close to Nabawi Mosque for two million 
Dirham (one Dirham = Rp65 thousand) from the 
previous owner, a Jew named Rumah. Half means 
that the alternate day. For example on Sunday, the 
well will be owned (for that he can sell to others) 
by jews the following day, the well is the owned by 
Utsman so that Utsman can sell it. 

    However, both jew and utsman treat the 
water differently. For a jew, he would sell to others 
in a high price. Whereas Utman sell it for free to 
anybody. Therefore, many people likes to get water 
during the utsman time with unlimited amount 
of water. Hence during the jew time, only a few 
people are buying. Utsman did this, since Utsman 
bin Affan envisioned the great shadaqatun jariyah 
for years to come, up until today. In this case, the 

waqf is the well (not the water) which has been 
bought by Utsman and the profit is distributed to 
others who is in need. 

      As time goes, another type of waqf was 
introduced. This is because land and building 
which has been donated as waqf normally owned 
by the rich. As a result, those of the people who is 
not rich may not be able to donate waqf. Hence 
the introduction of cash waqf opens a way for 
those not rich people to donate waqf

The best practice for the second type is shown 
by the case in Singapore. Initially, it was a land 
given as waqf for mosque by Al Junied which act 
as wakif which demised in 19 century. The waqf 
land is located in the prime location whereby the 
price is increase continuously. Hundreds years 
later, part of the land is used to build the rental 
office in which the profit of the obtained rental 
fee is used to pay the operational expenses of the 
mosque and therefore it does not need to request 
funds from the government.

Meanwhile, for the past decade, there has 
been a pertinent issue of the social inclusion and 
financial inclusion, also known as holistic financial 
inclusion (Ascarya, et al., 2015), which could be 
carried out by Islamic microfinance institution 
(IMFI), especially Baitul Maal wat Tamwil (BMT) 
with its social and commercial orientations, to 
help the poor and micro enterprises. Attempt 
has been done by Badan Wakaf Indonesia (BWI) 
which could support holistic financial inclusion 
(HFI) functions of BMT with a policy stated 
in Ministry of Religion Regulation No. 4 year 
2009, called administration of Islamic Financial 
Institution – Recipient of Cash Waqf or IFI-
RCW (Lembaga Keuangan Syariah-Penerima 
Wakaf Uang or LKS-PWU). This policy states 
that Islamic financial institution (IFI or LKS) is 
allowed to receive cash waqf. Moreover, based on 
Waqf Act No.41 year 2004, BMT as KSPPS can 
become a certified Nazhir to manage cash waqf, 

so that it could better achieve holistic financial 
inclusion objectives. A part of being a mutawalli/
nazir of cash waqf, BMT plays a role as the IFI-
RCW. It is because BMT fulfils the requirement 
as the IFI RCW according to the government 
regulation No.42 year 2006 chapter 24 that is an 
Islamic financial institution which has Wadi’ah as 
the raising funds instruments. 

By September 2016, there have been 104 
BMTs certified as Nazhir of cash waqf, while 
most of them have just started by the end of 2014. 
Consequently, they still have little experience and 
there is no model or best practices to follow on how 
to manage cash waqf optimally. Therefore, there 
should be a study pertaining to the evaluation of 
the BMT in managing cash waqf to improve its 
liabilities structure, its capital, its stability and its 
ability as the agent of holistic financial inclusion 
to help the poor and developing micro and small 
enterprises (MSEs).

This study aims to identify the cash waqf 
model of three BMTs as Certified Nazhir with 
their unique characteristics, in achieving triple 
bottom-line (outreach, sustainability and welfare 
impact), strengthening its role as holistic financial 
inclusion agent to help the poor and develop 
MSEs, improving its soundness and stability, as 
well as contributing to financial system stability, 
including BMT Bina Ihsanul Fikri (BIF), BMT 
Itqan and BMT L-Risma,.

B. Literature Review
1. Understanding of Waqf
Waqf etymologically defined as to hold, to 

prevent, constant, to revoke, to understand, to 
connect, to leave, etc (Haq, 2013:1). Indonesian 
Waqf Law no. 41 in 2004 defined waqf as “legal 
action exercised by wakif (endower) by separating 
and/or transfer part of his/her properties to be 
utilized forever or for some period of time in 
accordance with its importance for religious 
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and/or public welfare that comply with sharia”. 
Moreover, waqf activities can be divided into at 
least five different categories based on its duration, 
beneficiaries, waqf ’s object, economic substance 
and management scheme. 

Waqf activities can be divided into some 
categories based on certain perspectives. Based on 
its duration, temporary waqf has a duration and can 
be returned back to its initial owner (wakif), while 
perpetual waqf has no duration and its contract 
lasts forever. Based on its beneficiaries, family waqf 
addressed to certain persons, especially wakif ’s 
relatives and public waqf addressed to public in 
general without mention any certain persons 
as beneficiaries. Based on waqf ’s object, waqf 
can be divided into two categories, immovable 
waqf, such as land, building, plants on land, and 
apartment unit and movable waqf, such as money, 
precious metal, securities, vehicles, intellectual 
property, and rent right. Based on economic 
substance, waqf activities can be divided into some 
categories, incluiding direct waqf which directly 
managed to provide religious and social services 
such mosques, schools, and hospitals; productive 
waqf which developed through investment in real 
sector to generate profit and its net profit will be 
used as funding source for religious and social 
activities; and cash waqf which money is endowed 
as waqf asset and become source of non interest 
revolving fund for businesses.  

Moreover, waqf can be divided into some 
categories based on management scheme, such 
as traditional, semiprofessional and professionel 

waqf management. Traditional waqf management 
is marked by using waqf assets for religious 
and social activities only such as mosques, 
religious school and graveyard. In other words, 
no commercial activities are running in this 
waqf management. While semiprofessional waqf 
management is marked by development of some 
commercial unit in the existing waqf asset. For 
example, in certain mosques there are some halls 
which is rented to generate profit from public 
through events. Professional waqf management 
is marked by waqf productively managed into 
profitable business exercised by professional 
nazhir, such as share waqf in Malaysia and Zam-
Zam Tower in Saudi Arabia. On semiprofessional 
and professional waqf management, profit 
generated from commercial activities become 
source of fund for religious and social activities.

2.1 Cash Waqf
The discussion of the cash waqf can be traced 

back since the classical period. According to 
Cizakca (2000:34), cash waqf fund is suggested 
to be invested in profit-loss sharing mechanism 
(mudharaba) as stated by Imam Zufar in eighth 
century in order to generate profit that can be 
used to bring benefits to original beneficiaries 
of waqf. But, in reality this suggestion did not 
have any application in economy. Most Islamic 
jurists (Shafi’i, Maliki and Hanbali) regarded 
cash waqf as movable object that is valid to 
be given as waqf asset because cash waqf may 
produce profit. Most important requirement 
on their view is the original capital of cash waqf 
should not diminish due to consumption and 
should be renewable from time to time by its 
usufruct (Cizakca, 2000:30). 

Turki is one of the country which had 
massively adopted the cash waqf . According 
to Cizakca (2000:9), waqf had been involved 
in Turkish economy since the Ottoman era. In 

the turn of 20th century, the ratio of individual 
employed by waqf system compared to persons 
employed by state was 8.23%. Moreover, there 
were around 30,000 self-employed retailers 
and small-scale producers which used waqf 
system to run their businesses. One of the most 
popular waqf system in Ottoman era was cash 
waqf. Since the beginning of fifteenth century, 
cash endowment had been popular in Turkey, 
especially in Anatolia and Rumelia (European 
territory of Ottoman) (Cizakca, 2000:34).

Recently, a number of studi related to waqf 
exists. Sadeq (2002:145) metioned that waqf 
can be used as source of fund for income 
generating projects that suitable to be operated 
by marginalized groups such as handicapped 
people, single mothers, workers with lack of 
literacy and skills. The project can be initiated 
through some trainings, for example training 
in handicraft making. Because of waqf ’s 
perpetuity, profit generated from productive 
project can be used as source of fund for other 
startup businesses.

According to Ahmed (2007:9), cash waqf 
can be the source of capital for IMFI. New 
cash waqf can be generated through issuing 
waqf certificate to public. Waqf fund in the 
liability side should be combined with takaful 
to reduce effect from negative shocks in IMFIs 
along with profit equalizing reserves from 
small percentage of depositors’ profit share 
plus economic reserves from IMFIs surplus 
in the past.  On the other hand, the asset side 
should be maintained with combination of low 
risk assets and microfinancing that consists of 
Soft Loans (Qord al Hasan) and sharia based 
investments, such as murabahah, ijarah, salam, 
istishna, mudharabah and musharakah.

2.2 Regulation of Cash Waqf in Indonesia
In Indonesia, wakaf is regulated by Badan 

Wakaf Indonesia (BWI). It is an Independent 
governmental body which focus on governing 
wakaf. Waqf act is already exist as a backbone 
for developing wakaf. Waqf is regulated in 
the waqf act No. 41 year 2004 whereby it also 
include the use of cash waqf. It states in chapter 
28 that waqf can be in the form of money and 
has to be sent to Islamic Financial Institutions 
(LKS) appointed by minister. 

In order to implement those regulations, a 
derivative regulation of government regulation 
is needed. Government regulation No.42 year 
2006 on how to implement waqf act No.41 year 
2004 on wakaf is issued. Chapter 23 and 24 
explains on the type of institution appointed by 
minister as institutions which allowed to receive 
cash waqf. It is called IFI cash waqf receiver 
(LKS PWU), the form of this institutions is 
Islamic financial institution and so far the 
minister only appoint Islamic banks. 

In the waqf act No. 41 year 2004 chapter 
29, Cash Waqf Certificate (SWU) and Pejabat 
Pembuat Akta Ikrar Wakaf (PPAIW) are 
introduced. Further information on the 
issuance of SWU is explained in BWI (BWI) 
regulation No.1 Year 2009 chapter 3 on cash 
waqf collection. This chapter states that the 
one who has right to issue SWU is LKS-PWU. 
This is also important as the appreciation to the 
wakif who already donate waqf. Technically, 
the certificate will be issued once it reaches 
Rp1,000,000 (one million Rupiah).

2. Data and Methodology
This research will employ primary and 

secondary data. Primary data is obtained from 
field survey to selected Baitul Maal wat Tamwil 
(BMT), while secondary data is obtained from 
several publications of BMTs as Certified Nazhir, 
including BMT Bina Ihsanul Fikri (BIF) in 
Yogyakarta, BMT Itqan in Bandung, and BMT 
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L-Risma in Metro, Lampung. Other descriptive 
study will be done through literature studies 
from waqf act, regulation by minister of religious 
affairs, journals and other publications. Moreover, 
discussion with practitioners will be conducted 
through in-depth interviews. 

This study will apply content analysis to identify 
existing cash waqf model of BMTs as Certified 
Nazhir in Indonesia. Other analysis tool employed 
in this study is research survey approach. This 
approach is suitable tool to seek for any factual data 
and other beneficial information from selected 
BMTs or any other related respondent research. 
Having survey method in this study would 
recognize and discover matters regarding BMT 
as certified Nazhir and would have justification 
toward the issues that came into emergence.

3. Result and Analysis
The characteristics of BMTs as Certified 

Nazhir in Indonesia can be illustrated from the 
characteristics of some selected BMTs, including 
BMT Bina Ihsanul Fikri (BIF) in Yogyakarta, 
BMT Itqan in Bandung and BMT L-Risma in 
Metro, Lampung. Areas to be discussed for each 
BMT include its short history of establishment, its 
development, its cash waqf model and its featured 
social programs.  

4.1 BMT Bina Insanul Fikri
a. Background
BMT Bina Insanul Fikri or BIF, located in 

Yogyakarta and established in 1996, was initially 
dedicated to serve micro and small enterprises 
(MSEs) who had technical difficulties to access 
financing from formal financial institution (i.e., 
commercial bank). BIF was established also 
because of people’s ignorance to do business in 
accordance to Islam, so that MSEs who needed 
access to financing were forced to borrow money 
from loan sharks, although they were burdened 

with high interest.  The establishment of BMT BIF 
started with the formation of small committee 
responsible for setting up preparation for the 
BMT to start its operation. One of the initial tasks 
was to conduct survey to find strategic location of 
the BMT, and decided to choose “pasar gedong 
kuning” as the location for BMT BIF.

Currently, BMT BIF has 12 branches, 32,632 
members, and total assets of Rp69 million in 2015, 
which has increased to Rp76 million in Sept 2016. 
BMT BIF has also been certified as Nazhir of cash 
waqf. 

b. Featured Characteristics
BMT BIF has several featured characteristics 

in its social programs, such as Entrepreneurial 
Islamic Boarding School (EIBS) Al-Maun and 
Orphanage House Al-Amin. The background to 
the establishment of EIBS Al-Maun in 2014 was the 
concerns of BMT BIF founders where there were 
so many unemployed high school and university 
graduates in Yogyakarta, so that the founders 
wanted to establish entrepreneurial school to 
equip university graduates with entrepreneurial 
skills, which they did not learn in the university, 
so that BMT BIF could contribute in decreasing 
unemployment. Therefore, BMT BIF invites 5th 
semester university students to join EIBS Al-
Maun, especially those who are poor, eligible as 
mustahik and eager to change their fate. They can 
stay in the dormitory to study entrepreneurship 
according to Islamic teachings. During their stay 
in EIBS Al-Maun, the santri (students) will not be 
charged. It is free and fully sponsored by Baitul 
Maal of BMT BIF. 

EIBS Al-Maun has similar religious-based 
activities to other Islamic Boarding Schools (IBS). 
But, it has built-in entrepreneurship programs. 
The activities that have gotten underway are 
the Independent Entrepreneur Training (Diklat 
Wirausaha Mandiri) held once a week; the 

Coaching of Independent Young Entrepreneur 
(Bina Kader Wirausaha Muda Mandiri) during the 
stay of students at the complex of Baiturrohman 
mosque Gedongkuning; business internships 
(Magang Usaha) where the students included in 
the business internship program are divided into 
several stages; and Islamic Study Group held every 
day after Maghrib, which is also open to the public.

During its 19th anniversary special programs 
in 2015, BMT BIF not only held social activities, 
such as distribution of staple food, scholarship 
and blood donors, but it also launched the 
establishment of Al-Amin Orphanage House. The 
construction of the orphanage was financed by the 
direct cash waqf collected by BMT BIF.

c. Cash Waqf Model
BMT BIF as certified cash waqf Nazhir collects 

and receives cash waqf from Wakif. It collects direct 
cash waqf as well as indirect cash waqf. Direct cash 
waqf collected is intended to build Orphanage 
House, which has reached Rp287.5 million by 
September 2016. Indirect cash waqf collected, 
which has reached Rp155 million by September 
2016, should be first deposited in Islamic Bank as 
its LKS-PWU. BMT BIF then utilizes this indirect 
cash waqf to be channeled into micro-financing 
(maximum Rp2.5 million) to fostered micro 
enterprise (ME) members (78 members) who have 
been successful with and graduated from qardh 
financing, which means that they just graduated out 
of poverty as mustahik. Various trainings, such as 
skills, management, family financial management, 
accounting, and marketing, are required to help 
these new MEs to better manage their businesses. 
Moreover, micro takaful or ta’awun is necessary 
to mitigate the financing risk (see figure 2). The 
use of indirect cash waqf funds in this financing 
would make cheaper financing possible for these 
newly graduated MEs.

This indirect cash waqf is placed as Waqf Equity 
in the liabilities side of the BMT’s balance-sheets, 
where yearly return will be used to help cover the 
operational cost of the Orphanage House.

4.2 BMT Itqan
a. Background
BMT Bina Insani Fikri or BIF, located in 

Bandung and established in 2007, was founded by 
an informal group of Islamic studies (pengajian) in 
Bandung intended to implement Islamic values in 
the area of economy, social, education and health. 
The form of BMT was selected since, it not only 
has the function of Baitut Tamwil for commercial 
finance, it also has the function of Baitul Maal for 
social finance where it can utilizes social funds 
such as Zakat, Infaq, Sadaqah and Waqf for the 
poor and the needy. Currently, BMT ItQan has 8 
branches, 12,000 members and total assets of Rp35 
billion, implementing Islamic Grameen model of 
group lending join responsibility (GLJR).

In the initial stage of establishment, BMT Itqan 
only managed a small portion of zakat funds and 
provided payment points of electricity bills as the 
main source to pay employee salaries with just 
only one teller. The growing of public confidence 
made BMT Itqan started to extend financing for 
micro enterprises (MEs) with the initial financing 
amount ranged from Rp0.2 million to Rp1.0 
million in early 2008. In 2010, after conducting a 
study of the literature on micro-financing method 
on a Grameen Bank model, BMT Itqan decided 
to adopt a group-based financing similar to 
Grameen Bank model with some modifications in 
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accordance to Islamic teachings.

b. Featured Characteristics
BMT ItQan has several unique characteristics. 

One of its unique characteristics is the 
implementation of Islamic Grameen model (IGM) 
of group lending join responsibility (GLJR). 
Islamic Grameen model of BMT ItQan has been 
proven to be more effective in outreaching the 
poor family, since IGM provides micro-financing 
without collateral specifically to eligible poor who 
have no access to affordable financing from formal 
financial institution.

IGM financings are extended to groups in 
which its members have to gather in order to set 
up Rembug Pusat (Center Rembug). Each Center 
Rembug consists of 3 to 8 groups, where each group 
consists of 5 members. The activities of Center 
Rembug are conducted in a place that sufficient 
enough to gather all members. The meeting are 
carried out at 8 to 11 AM on weekdays (Monday 
to Thursday). Center Manager is BMT Itqan staff 
which manage Center Rembug in term of member 
recruitment, members’ training in Latihan Wajib 
Kumpulan (compulsory group training), financial 
withdrawal, installment collecting, savings 
payment and savings withdrawal.

Baitul Maal of BMT ItQan has several 
featured social programs, including disaster 
relieve, education (TPA – Garden of Al-Qur’an, 
TKA – Kindergarten Al-Qur’an, Majlis Taklim – 
Islamic Studies, etc.), Rumah Bina Yatim Dhuafa 
– Foster Home for Orphans and Poors, Mosque 
development, Sembako Murah – Cheap Staple 
Food, free health services, free Ambulance 
services, etc.

c. Cash Waqf Model
BMT ItQan is a certified cash waqf Nazhir 

who collects and receives cash waqf from Wakif, 
including direct cash waqf as well as indirect 

cash waqf. Strategies to collect indirect cash waqf 
include compulsory cash waqf of 2.5% employee 
salaries and compulsory cash waqf of 0.5% micro-
financing disbursement. In long-term, BMT 
ItQan would transfer all of its assets into waqf 
through sale of waqf certificates. Direct cash waqf 
collected is intended to build mosque and to buy 
computers for schools operated by Baitul Maal of 
BMT ItQan, which has reached Rp300 million. 
Indirect cash waqf collected, which has reached 
Rp260 million by September 2016, should be 
first deposited in Islamic Bank as its LKS-PWU. 
BMT ItQan then utilizes this indirect cash waqf 
to be channeled into micro-financing (average 
Rp2 million and maximum Rp10 million) to 
regular micro enterprise (ME) members. There 
is no distinction between MSEs funded by cash 
waqf funds and MSEs funded by third party 
funds (or deposits). Extend financing to MSEs is 
the expertise of Baitut Tamwil, so that the need 
of technical assistance, mentoring and trainings 
to BMT officials and MSEs would be minimal. 
However, risk mitigation should be considered 
using micro takaful or ta’awun. The addition of 
cash waqf funds would reduce cost of funds, so 
that the cost of financing to MSEs could also be 
reduced.

The indirect cash waqf of BMT ItQan is placed 
as Waqf Equity in the liabilities side of the BMT’s 
balance-sheets, where monthly return (equal to 
12-month investment deposits rate of return) will 
be used to finance social programs, such as to help 
cover the operational cost of education programs 
and Foster Home. To encourage people to give 

waqf, BMT ItQan promote cash waqf line with 
the tag line “Amal Abadi Pahala Lestari” (eternal 
charity with sustained reward).

4.3 BMT L-Risma
a. Background
BMT L-Risma, located in Metro – Lampung 

and established in July 28, 2009 with initial capital 
of only Rp150 thousand, was founded by a group 
of mosque Islamic youth “Lingkar Remaja ISlam 
Masjid” who concerned with the widespread 
practice of usurious loan transactions and loan 
sharks in its surrounding community. These 
youths, then, came up with the idea to form 
Islamic microfinance institution (IMFI) to free 
these poor people from loan shark entrapment by 
providing qardh or interest-free loan. The Baitul 
Maal of BMT L-Risma started to operate formally 
in May 2012. By September 2016, BMT L-Risma 
has 21 branches, 16,000 members and total assets 
of Rp100 billion. 

b. Featured Characteristics
BMT L-Risma has several featured 

characteristics, such as two-phase micro-
financing model and cash waqf real investment. 
Micro-financing model of BMT L-Risma can be 
divided into two phases. The first phase is called 
Maal phase, consisting of three-stage financing, 
namely: 1) ‘Sahabat Ikhtiar Mandiri’ financing, 
with limit Rp100-500 thousand using infaq fund; 
2) ‘Sahabat Mudharabah Kebaikan’ financing, with 
limit Rp600-1500 thousand using zakat fund and 
qardh scheme; and 3) ‘Mentas Unggul’ financing, 
with limit Rp1.6-2.5 million using zakat fund and 
qardh scheme. Members of Maal phase financing 
are poor family eligible as mustahik, which are 
formed in 15-member group (currently there 
are three 15-member groups) named ‘Majelis 
Keluarga Utama (MKU)’ or ‘the Primary Family 
Assembly’, including pedicab drivers, traditional 

market porters, merchants (dhuafa) and group of 
people which could be categorized as mustahik. 
Novice member who needs financing above the 
qardh limit would still get the financing using 
mixed zakat and infaq funds. Among 45 members 
of MKU, five members have graduated from Maal 
phase to Tamwil phase in two years, which means 
that they have successfully out of poverty.

The second phase is called Tamwil phase, where 
BMT L-Risma offers three types of financing, 
namely: 1) L-Risma Loyal; 2) L-Risma Prioritas; 
and 3) L-Risma Family, averaging Rp10-40 million 
and maximum Rp50 million. 

c. Cash Waqf Model
BMT L-Risma has also been certified as cash 

waqf Nazhir since 2014, who collects and receives 
mostly indirect cash waqf from Wakif. The 
strategies to collect cash waqf include compulsory 
cash waqf for its employees and members in the 
amount of Rp5 thousand to Rp10 thousand, as 
well as Friday waqf program, where the money is 
collected using Friday kencleng (moneybox).

BMT L-Risma invests its cash waqf in two 
ways, after it is deposited in Islamic bank as its 
LKS-PWU. First, it is channeled into Tamwil 
micro-financing to its regular ME members, 
which has reached Rp345 million. Second, it 
is invested in the real sector, such as cassava 
plantation and rubber plantation, which has 
reached Rp1.5 billion. Cassava and rubber are 
two primary commodities of this province. For 
these two real sector investments, BMT L-Risma 
offer cash waqf products named ‘Si Abad Keong’ 
or ‘Simpanan Abadi Kebun Singkong’ (eternal 
deposit of cassava plantation) and ‘Si Abad Kekar’ 
or ‘Simpanan Abadi Kebun Karet’ (eternal deposit 
of rubber plantation). The cash waqf deposits 
can be purchased by square meter, including the 
production costs. Waqf for each square meter of 
cassava plantation is Rp20.5 thousand, while waqf 
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for each square meter of rubber plantation is Rp20 
thousand. 

Investing in the real sector might not be the 
best expertise of BMT. Many waqf institutions 
bigger than BMT usually establish unit or 
subsidiary specifically to manage investment of 
cash waqf funds in the real sector. Therefore, the 
management of cassava and rubber plantations are 
collaborated with members who are also cassava 
or rubber farmers.

The indirect cash waqf of BMT L-Risma is 
placed as Waqf Equity (for cassava and rubber 
plantation) and as Investmenr deposits of 3, 6 and 
12-month (for micro-financing) in the liabilities 
side of the BMT’s balance-sheets, where monthly 
and annual returns will be used to finance social 
programs, such as Maal phase financing, education 
programs and health programs.

4.4 Analysis
In current regulatory setting, illustrated in 

figure 2-4, BMT is authorized as Nazhir of cash 
waqf only, while waqf fund collected should be 
placed in Islamic bank as “Lembaga Keuangan 
Syariah – Penerima Wakaf Uang (LKS-PWU)” or 
Islamic Financial Institution - Cash Waqf Manager 
(IFI-CWM). To optimize the management of cash 
waqf by BMT, BMT should also be authorized as 
LKS-PWU, so that all waqf funds could be directly 
utilized for productive activities, such as financing 
to MSE or investing in the real sector, as illustrated 
in figure 5.

Moreover, management of cash waqf by BMT 
will benefit BMT in several ways. First, cash 
waqf fund could become source of fund of BMT, 
which could reduce cost of fund, replace Islamic 
bank financing, and free BMT from funding 
dependency. Second, cash waqf fund could reduce 
asset and liability mismatch drastically when it 
placed in the liability of BMT as waqf investment 
deposits or waqf equity. Third, cash waqf fund 
could also reduce liquidity risk since waqf fund 
would never been withdrawn. Fourth, as cash 
waqf fund building up from time-to-time, BMT 
would become more sound and stable, which 
could improve the resiliency of BMT to external 
shocks.

Table 1: Balance-Sheets of BMT Managing Cash Waqf
ASSETS LIABILITIES

Cash Wadiah Deposits

Bank Deposits Investment Deposits

Receivables (Murabahah, Qardh, 
etc.) Bank Financing

Financing (Mudharabah, 
Musharakah, etc.) Waqf Investment Deposits

Long-term Investment Waqf Equity

Fixed Assets Capital

The management of cash waqf by BMT would 
complement and improve the capability of BMT 
in doing social finance by Baitul Maal division, 
as well as improve the capability of BMT in 
doing commercial finance by Baitut Tamwil 
division. These improvements would increase 
the possibility of BMT to achieve triple bottom-
line, namely outreach, sustainability and welfare 
impact, simultaneously. 

4. Conclusion and Recommendation
The development of Islamic economic and 

finance is not only concern with commercial 
aspects, but also it concerns with social aspects 
(such as zakah, infaq and waqf), which could 
not only achieve triple bottom-line (outreach, 
sustainability and welfare impact) and improve 
holistic financial inclusion, but also it could 
improve financial system stability.

Baitul Maal wat Tamwil or BMT is one well-
known type of Islamic microfinance institution 
(IMFI) combining social finance (managing 
zakat, waqf, infaq and other Islamic charities) 
and commercial finance (providing microfinance 
services) to service its members, including the 
poor and micro and small enterprises (MSEs), 
and the surrounding community, which is an ideal 
model of Islamic institution to carry out the above 
goals in micro-small scale.

BMT has a structural problem of funding 
independent (Ascarya, et al., 2015), where it 
has always been depended on external fund as 
its source of fund. Therefore, BMT is an ideal 
institution to participate in managing cash waqf 
which could benefit not only the poor and the 
needy as final mauquf alaih, but also the BMT and 
its members as intermediate mauquf alaih. 

Cash waqf would not only provides BMT 
immediate benefit as a source of fund, but 
also provides lower liquidity risk and reduce 
mismatch, which in the long run would improve 
BMT stability and its resilience to external shock. 
Meanwhile, BMT members and MSEs would 
benefit from cheaper cost of micro-financing.

In a country adopting dual financial system, 
financial system stability could be enhanced 
by developing Islamic social finance, not only 
in microfinance but also in regular finance. In 
microfinance, BMT should be authorized and 
encouraged, with incentives and necessary 
regulations, to manage its own cash waqf to 

improve its social and commercial financial 
performance to achieve triple bottom-line 
(outreach, sustainability and welfare impact) 
according to Maqashid Shariah, as well as to 
contribute to financial system stability.
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Abstract

The development of waqf in Indonesia has attracted plenty discussion in third sector 
economy model (voluntarily sector) to overcome social economic problems. Semen Indonesia 
is giant multinational state-owned company with various program of community service 
potentially adopting cash waqf as an innovative support for financing socio economic 
program for benefiting surrounding society. The study has utilized qualitative data by 
analyzing important and relevant secondary data, direct observation in Semen Indonesia 
Group, and conducting interview with key informants. The productive cash waqf model 
is newly developed corporate waqf equipped with information technology system E-waqf 
application to encourage Semen Indonesia’s big community to donate in cash waqf program. 
The fund accumulation is managed in profitable investment around Semen Indonesia and 
society environment. The financial and managerial system of Semen Indonesia Company 
and holding is possibly adopting the productive cash waqf concept when managed properly 
and transparently. 
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A. Introduction
The development of waqf in Indonesia has 

attracted plenty discussion in third sector economy 
model (voluntarily sector) to overcome social 
economic problems. The socio-economic aspects 
of waqf contribute to philanthropic programs in 
Indonesia. One of many waqf forms is through 
cash, by giving it directly to the manager of waqf 
(nadzir). The total cash waqf accumulation in 
Indonesia is approximately estimated more than 
20 trillion rupiah. This can be useful source of 
funding when allocated and managed properly 
in productive and safe investment. Cash waqf is 
part of larger social philanthropic awareness from 
society involving open participation. People with 
low to high income background can contribute to 
be waqf donators.

Semen Indonesia is a giant multinational 
state-owned company with various program 
of community service from small and medium 
enterprises (SMEs) empowerment, friendly 
environment program (harmonizing with the 
nature), and education (from primary to tertiary 
institution, including International University of 
Cement Indonesia). Potential market of cement 
needs benefits the growing market share of PT 
Semen Indonesia up to 50 % in Indonesia. The 
exploration of cement manufacture has negative 
impact on environment from row material 
disposal and air pollution. The cement business 
is still needed economically for infrastructure 
development. To reduce the social impact of the 
business several social program is introduced 
such as providing high quality of education with 
affordable tuition fee and financing support for 
SMEs. 

The cash waqf is an innovative support for 
financing socio economic program for Semen 
Indonesia benefiting surrounding society. 
Departing from the powerful concept and 
applicability of cash waqf instrument, the Semen 

Indonesia’s social and educational programs 
for society is possibly relying on the cash waqf 
innovation. In order to observe the perpetuity of 
waqf value, the cash waqf must be economically 
productive and generating income. It is also 
important that cash waqf should be sustainable 
for the next generation. Hence, this paper seeks 
to discuss and formulate the productive cash 
waqf model in Indonesia with special reference of 
Semen Indonesia potential resources.    

   
B. The Concept of Cash Waqf

The definition of waqf begins with shariah 
point of view, that waqf may be defined as holding 
a maal (an asset of property) and preventing its 
consumption and utilization for the purpose 
of extracting its usufruct for the benefit of 
society (righteousness/philanthropy) (Khaf, 
1998). According to Khaf (1998), the primary 
definition of waqf covers the perpetuity of that 
asset or object. Waqf asset must remain as long 
as it benefits society. The waqf form in modern 
day has evolved not only the asset and property 
explained in classical literature but also new forms 
of waqf, such as waqf of financial right and waqf of 
usufruct. The example of financial right includes 
publication right of a manuscript and share in 
a company. Usufruct is actually utilizing the 
function of an asset, namely usufruct of a rented 
asset. 

The economic definition of waqf is basically 
diverting fund (and other resources) from utilizing 
for consumption and investing funds in productive 
asset that generates usufruct or revenue for 
benefit of society either group or individuals. The 
fundamental notion of waqf is actually to create 
and develop a third sector economic pole distinct 
from the profit-motivated private sector and the 
authority-based public/government sector. The 
power of third economic sector is expected to 
support socio economic programs especially 

empowering the poor. 

The newly-proposed waqf instrument is through 
cash, which is a special charitable endowment fund 
is expected to play significant role for the poverty 
alleviation program in worldwide particularly 
in Islamic countries (Khademolhoseini, 2009). 
During the Islamic civilization history, cash waqf 
is not the new poverty alleviation instrument, 
since it was initially introduced by ottoman caliph 
in Egypt in 8 century. The initial objective of 
cash waqf program by government is to provide 
sufficient funding for profitable projects and 
investment generating income and revenue to be 
allocated at social projects. The role of cash waqf 
supports limited government policy and budget.   

Cash waqf in modern day is implemented 
through certificate ownership representing certain 
amount of waqf donation. This waqf program has 
been adopted in several Islamic countries including 
Indonesia. Cash waqf program in Indonesia is 
initiated by Board of Indonesian Ullemas, through 
Fatwaa Commision, the necessity of cash waqf 
certificate program in Indonesia by issuing the 
following  fatwa (11 May 2002): 

1. Cash Waqf (Waqf al-Nuqud) is waqf 
donated by individual, group of individuals, 
or legal entity, in the form of cash. 

2. Cash waqf includes securities (financial 
assets such as shariah stock and obligation). 

3. Money donated as waqf is permissible 
(jawaz). 

4. Cash waqf is distributed and allocated for 
objects and programs not against syariah 
(Islamic law). 

5. Existence of waqf fund should be 
conserved (the principle of waqf and object 
perpetutity). The ownership of waqf fund 
cannot be transferred and it is in the hand 
of public and society. 

The cash waqf certificate scheme in Indonesia 
has been developed from the success story of 
several countries especially Bangladesh. Manan 
(1998) explained the objectives of cash waqf 
certificate are:

1. to support Islamic banks, Islamic financial 
cooperative and other waqf management 
institutions with cash waqf certificate, 

2. to assist the collection process of social 
savings through cash waqf, 

3. to help transform the collected social 
savings to social capital, as well as to help 
develop social capital market, 

4. to increase social investment, 
5. to encourage rich communities’ awareness 

on their responsibility for social 
development in their environment., 

6. to stimulate integration between social 
security and social welfare. 

The cash waqf model has developed since its 
introduction to be part of socio economic policy. 
This has been managed in several structure 
project schemes and institutions. Chowdhury et.al 
(2011) explained the model of cash waqf and its 
investment management into following:
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On the other hand, the waqf investment can be 
allocated into several activities, but not limited:

C. Literature Review
Sevaral studies of cash waqf management in 

Indonesia start with Masyita and Febrian (2004) 
and Masyita et.al (2005) attempted to offer a 
design of the most suitable role of Bank (Bank 
Rakyat Indonesia) in the system of the Indonesian 
Cash Waqf House. The study departs from poverty 
alleviation program in Indonesia requiring huge 
amount of fund that cannot be provided thoroughly 
by the government. By combining the flexibility of 
cash waqf instrument and the power of commercial 
bank economic infrastructure, initiation of new 
sources of fund for such a program is inevitable. 
In this concept, nadzir (cash waqf fund manager) 
collects the fund from waqif (cash waqf payer) and 
invest the money in the real sector (mainly Small 
& Medium-sized Ventures) and in any syariah-
based investment opportunities. All profits and 
returns gained from the investments are allocated 
to poverty alleviation programs to enhance the 
quality of poor people’s life, such as free education 
and health service, cheap basic food, etc. nadzir is 
obliged to maintain the amount of fund in such a 
way that it does not go below the initial amount. 

Ridhwan et.al. (2008) proposed the cash 
waqf model for financing in education. By 

using qualitative research relying on document 
and literature analysis, the main objective is to 
examine and compare various cash waqf models 
as proposed by many Muslim scholars. There is 
possible structure for waqf instrument that can 
be implemented in the future for the financing 
of education. It is expected that with a proper 
mechanism of waqf financing provided by specific 
Islamic financial institution, it is able to benefit 
many parties in getting financing facilities as well 
as for investment purposes that may attain the 
both objectives of this world and the Hereafter.

Chowdhury, et. al. (2011) developed study 
to identify and explore the innovative avenues 
for managing cash waqf systems and making a 
hybrid viable cash waqf model for generating 
more benefits for all involving parties of the 
society with sustainability characteristics. Study 
found the innovative mechanism in managing 
cash waqf more effective such as e-waqf and 
investing in various profitable projects that are 
socially benefiting to society. Innovative cash waqf 
management systems involving various parties of 
a society can create the benefits especially for the 
poorest of the poor section. These practices help 
in the fulfillment of religious requirement through 
performing various activities and mobilizing 
resources from rich to poor, creating employment 
opportunity to develop socioeconomic conditions 
of the poor and whole society as ultimate results. 

Sabit (2011) explained the permissibility of 
a waqf (a non-profit social bank) in Islamic law. 
The study look at the needs of the poor majority 
in all Muslim populated- nations, unattended to 
by current Islamic commercial banking system by 
exploring and discussing the opinion majority of 
Ulemaa and Islamic thinker. Cash waqf donations 
and its fund accumulated can be utilized to form 
the capital of the bank. The primary principles of 
waqf and its asset perpetuity (the protection value 
of the cash waqf) might also apply to the capital of 

the bank. The institutional structure of bank and 
its functions has to be in conformity with waqf 
principles too.

D. Discussion
Semen Indonesia is the first multinational state-

owned company in Indonesia established in 1957. 
This company has transformed into international 
networking production facility connecting several 
region within ASEAN. The company’s vision and 
mission has been successfully translated into 
strategic action plan whereby Semen Indonesia 
targets about 50 percent of Indonesia cement 
market share in 2015. The profitable cement market 
has generated big revenue and income for the 
company. Semen Indonesia is multidimensional 
company promoting balance orientation 
between profit and ethic. The Semen Indonesia 
objective is implemented through developing 
profitable business and creating sustainability for 
environment and society. 

To implement such balance, several programs 
and project have been created. The program 
covers not only environment but also economic 
activities, social and education. There have been 
programs created to implement Semen Indonesia 
balance vision, such as Semen Indonesia 
partnership program (Program Kemitraan), Smart 
Semen Indonesia (Semen Indonesia Cerdas), 
Superfine Semen Indonesia (Semen Indonesia 
Prima), Everlasting Semen Indonesia (Semen 
Indonesia Lestari), Caring Semen Indonesia 
(Semen Indonesia Peduli), and Semen Indonesia 
Foundation. Such programs are intended to 
support sustainable and profitable development 
connecting business, people and surrounding 
environment. For instance, as of 2014 the total 
corporate social responsibility fund has been 
allocated for partnership program particularly 
for small and medium enterprises under 
Semen Indonesia supervision about 546 billion 

rupiah. The impact of program can transform 
economically underpowered small and medium 
enterprises (SMEs) into profitable business 
empowering the poor. This program utilizes the 
potency of endogenous development.

a. The Scheme and Mechanism for Productive 
Cash Waqf

Semen Indonesia is also multinational and 
holding company with many subsidiaries and 
affiliated institution. Furthermore, the Semen 
Indonesia programs in social, economic and 
environment activities bring about the Semen 
Indonesia Community. This community 
does not only consist of the employee, staff 
and management inside company of Semen 
Indonesia but also include the subsidiary, 
affiliated institution, supporting institution, 
and surrounding society. With total capacity 
production reaching 31.8 million ton/year in 
2014 and total revenue up to 27 trillion rupiah, 
it indicates huge economic activity in a region 
encouraging social and economic activities. 
As the giant state-owned company, Semen 
Indonesia can operate to achieve profitable 
goals and also promote social activities.       

The notion promoting productive cash waqf 
inside Semen Indonesia Group is initiated by 
the awareness of community to be part of socio 
economic solution especially for empowering 
the poor. The vision is to grow profit as well 
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as empower society. With strong company 
infrastructure, network, and experience, the 
productive cash waqf program is to support 
social and environmental Semen Indonesia 
group programs. The company network has 
reached coverage area from East Java, Indonesia 
to Vietnam. The company also manages total 
asset 11,469 trillion rupiah in 2014 spreading 
around Indonesia region. Semen Indonesia 
also utilizes latest technology transferred from 
overseas not only in producing cement located 
at its factories but also information technology 
connecting logistic, distribution, information 
and finance.

b. Feasibility of Project Orientation
Productive cash waqf / endowment 

managed by corporate or firm is rare case 
study. The objective of corporate is obviously 
to make profit. Corporate Social Responsibility 
(CSR) is fund allocated for social purpose 
after firm successfully generating income and 
profit. In the case of PT. Semen Indonesia, 
CSR fund is continuously allocated to assist 
vulnerable environment and finance the needy 
in surrounding area near cement factory, 
packing plant, and gypsum / calcium sulfate 
mining. The disbursement of CSR fund is 
targeted with special purpose to empower and 
help vulnerable society using various programs 
and schemes, such as microfinance for start up 
business, education, training, scholarship and 
etc. 

The nature of productive cash-waqf differs 
from CSR fund in many ways. It involves 
participation from society, not only corporate 
(institution) but also person (individual). 
This scheme is freely voluntary. The primary 

concern about waqf (endowment) is its 
perpetuity. Even thought, waqf is developed 
from cash basis involving many people; its 
perpetuity must remain the same. Semen 
Indonesia can initiate the productive cash waqf 
program by developing its infrastructure such 
as legal foundation, special purpose vehicle, 
trustee board, and management system. After 
completion, productive cash waqf project is 
open for public to participate by donating 
certain amount of cash fund to be managed.    

The majority of investment project funded 
by cash waqf must be allocated in real business 
sector. Its strategic priority lies on the perpetuity 
of waqf fund and the objective impact from 
the waqf fund accumulation. The proposal 
explains that 70 % of cash waqf asset must be 
in real business sector focusing on productive 
property and land. This step is to maintain and 
prevent the damage and decrease of cash waqf 
value accumulated as well as generates income 
in the long run. The rest of 30 % cash waqf asset 
goes to Islamic banking deposit products and 
Islamic capital market namely Jakarta Islamic 
Index and Government Sukuk. This strategic 
planning is to guarantee the operational needs 
for Special purpose vehicle in the short run. 
Both strategic allocations are to ensure the 
risk diversity of investment projects within 
productive cash waqf.    

E. Conclusion
Cash waqf is important social and poverty 

alleviation program that brings benefit for society. 
In order to meet the perpetuity criteria of waqf 
value and sustainably-everlasting program, cash 
waqf must be productive. With regard to this 
opportunity for better social environment, as 
the giant multinational state-owned company in 
Indonesia, Semen Indonesia attempt to take the 
efficacy and powerful concept of productive cash 

waqf concept into its socio economic program. 
Semen Indonesia is company with strong value on 
endogenous society empowerment can adopt the 
productive cash waqf to support existing program 
for society, this instrument will coexist with the 
existing social program being implemented. 
The concept is easily adopted within the Semen 
Indonesia management system. The cash waqf 
accumulated is allocated for productive investment 
with lower risk. The income generated can be 
useful for society and maintaining the perpetuity 
of waqf value. 
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Abstract

Although waqf has been practiced in the community long before other Islamic financial 
instruments, the management of waqf institutions, especially in the field of accounting 
information lags behind other Islamic organizations. For example, in Indonesia the Indonesian 
Accountants Association has published seven accounting standards for Islamic banks (SFAS 
No. 1 to SFAS No 7), an accounting standard for takaful (SFAS 108), an accounting standard 
for charity, infaq and zakah (SFAS 109) and an accounting standard for sukuk (SFAS 110). 
Nevertheless, up until now there is no standard of accounting for waqf institutions published 
by the Indonesian Accountants Association. Because of the disparity of management waqf 
than other Islamic organizations, this paper aims to: 1) First, to describe the gap between 
the standards and practices of financial reporting waqf institutions and other financial 
institutions in Indonesia; 2) Second, describe the financial reporting practices of waqf in 
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selected countries. This paper did a survey on the practice of accounting information of waqf 
institutions in selected countries, published in the website of the organization concerned. In 
general the paper concludes that to develop the accounting standards for waqf institution 
in Indonesia, could be based on the accounting standards that have been practiced in other 
Islamic financial institutions. Fund accounting, especially accounting for endowment fund 
that has been practiced in the United States could also be a reference to establish accounting 
standards of waqf. In addition, the standard setter bodies could also refer to the practice of 
waqf reporting in other countries that are more advanced.

Keywords: Accounting, Reporting, Waqf Institution.

A. Introduction:
Sadaqah is a very important practice in Islam. 

The importance of sadaqah is demonstrated by 
many verses in the Qur’an that ordered charity 
and many verses of the Qur’an that describe the 
virtues of sadaqah including Sura 2: 263; Sura 2: 
276; Sura 4: 114; Sura 6: 141; Sura 9: 75. One type 
of sadaqah is waqf which can be defined as an 
ongoing sadaqah (continuous sadaqah or sadaqah 
jariyah) (Ahmed, 2007).  Waqf have an important 
role in the economic system of Islam. Waqf 
serves as one means to improve public welfare 
(Kahf, 2003; Kuran, 2001; Mohammad, 2011). 
In addition to its continuous, the advantages of 
waqf compared with other sadaqah (e.g. zakah), 
waqf is more flexible because it can be given is not 
limited to Muslims (IRTI & Thomson Reuters, 
2014), therefore, the benefits can be felt by more 
humanity. Because the waqf came from the public, 
the government has not issued a high cost to 
improve the quality of life of its citizens (Cizakca, 
1998). Other authors state that waqf act as a 
means of socio-economic development (Ahmed, 
Mustafa, & Ogunbado, 2015). Therefore, waqf not 
only reflect the activities of a social nature, but also 
reflects the nature of economic activity. Consistent 
with the idea that waqf act as a means to increase 
socio-economic aspect of human life, Salarzehi, 
Armesh, and  Nikbin (2010) stated that waqf is the 
application of social entrepreneurship.

Because of the important role of waqf, the 
waqf institutions must be managed professionally. 

There are many articles that discuss the need for 
professionally managed endowments institutions 
such as Candra & Rahman, 2010; Chowdhury, 
Chowdhury, & Muhammad, 2012; Hassan & 
Shahid, 2010; Ismail, Salim, & Hanafiah, 2015; 
dan Osman, 2010). One aspect of management 
is in the field of accounting and financial 
reporting systems. Some of the articles that 
discuss accounting endowments including Daud, 
Rahman, & Sulaiman, 2011; Hamdan, Ramli, 
Jalil, & Harris, 2013; Masruki & Shafii, 2013; dan 
Osman, 2010).

Although many authors highlight the role 
of accounting to record and to report waqf, 
but accounting practices of waqf, especially in 
Indonesia lagged and relatively less attention than 
other Islamic institutions. Constituent bodies 
of accounting standards and financial reporting 
in Indonesia (the Indonesian Accountants 
Association) has prepared seven accounting 
standards for Islamic banking, namely the 
Statement of Financial Accounting Standards 
(SFAS No. 1) up to SFAS No. 7. In addition, the 
Indonesian Institute of Accountants has issued an 
accounting standard for takaful (SFAS 108), an 
accounting standard for charity, infaq and zakah 
(SFAS 109) and an accounting standard for sukuk 
(SFAS 110). Nevertheless, up until now there no 
specific accounting standard for waqf institutions 
published by the Indonesian Accountants 
Association. Therefore, a comprehensive financial 
report which usually consists of a statement of 

financial position and report of operating results 
have not been appeared in most of the websites of 
waqf institutions in Indonesia.

Because of the disparity of management waqf 
than other Islamic organizations, this paper 
aims to: 1) first, to describe the gap between the 
standards and practices of financial reporting of 
waqf institutions and other financial institutions 
in Indonesia; 2) second, to explain the accounting 
concept for waqf institution based on the 
accounting practice of endowment fund which 
is originally based on governmental accounting 
practiced in the US; 3) third, to describe the 
financial reporting practices of waqf in selected 
countries; 4) fourth, to analyze the implications 
of waqf accounting concepts and practices already 
implemented in other countries and their possible 
application in Indonesia. 

B. Definitions And Characteristics Of Waqf
Waqf is a word derived from the Arabic, al-

Awqaf. Waqf is a form of the word waqafa, which 
means restrain or stop in place. Literally, waqf 
means “restrictions” (Ali, 1988). Waqf or awqaf is 
intended as an “ownership and maintenance” of 
certain property, to a certain social benefit, in order 
to prevent the use of the waqf property outside the 
specific objectives have been set (Esposito, 2001). 
Meanwhile, al-Alabij (1992) stated that, waqf is 
to resist the treasures that can be taken advantage 
without spending or destroy the object and used 
for good.

Waqf usually also called “sadaqah jariyah” or 
“continuous sadaqah”. Waqf can be made by giving 
assets whose benefits are permanent or everlasting. 
Waqf are not just aimed at Muslims, therefore, in 
addition to be assigned to the field of religious 
fields such as building mosques, waqf can be used 
to build educational institutions, hospitalization, 
and various other fields. One of the important 
things that must be considered by the manager 

is the value of endowment funds should not be 
reduced. If the waqf  is in the form of money (cash 
waqf), then the amount of money from waqf fund 
may not be reduced and then the addition of waqf 
fund will be allocated to the parties concerned. 
Therefore, there are two categories of property 
that can be endowed, namely immovable property 
(such as land) and movable property (such as 
money, book and so on). 

Waqf conducted based on the hadith of Abu 
Hurairah r.a. which states that the Prophet has 
said: “If the death of a child of Adam, then severing 
the reward of deeds except for three cases, namely 
alms jariah; science used or pious child who was 
always praying for his parents. Scholars have 
interpreted the word ‘alms jariah’ in the hadith to 
mean waqf, because the reward of charity jariah 
continues to flow to the people who do it.

As already stated above, waqf as a mean 
to established socio-economic development. 
Accordingly waqf has two important aspect 
namely economic aspect and social aspect 
(Achiria, 2014). Waqf in the economic dimension 
include micro and macro aspects. Micro aspects 
of waqf can be understood as follows: 1) waqf as 
the transfer of wealth from the unproductive into 
productive asset investment (productive assets) 
that create added value or revenue for later use 
to society; 2) waqf is an activity that increase 
the accumulation of capital in the economy; 
3) the establishment of waqf is closely related 
to the establishment of an excellence business 
corporation; 4) waqf is a development process 
that involves the accumulation of productive 
wealth through investing activities; 5)waqf  imply 
a sacrifice of current consumption opportunity for 
good purposes for the availability of income and 
services for next generations.

Macro aspects of waqf among which: 1) there 
is a relationship between waqf with economic 
activity in modern society; 2) endowments help 
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achieve the stated goals of the modern economy, 
the better income distribution in the economy; 
3) public goods provided by waqf, will reduce the 
tax burden; 4) waqf, contribute to job creation; 5) 
endowments as financial intermediation of public 
media. 

Beside as a mean to achieve economic aspect, 
waqf considered able to meet the needs of the 
social aspects of society. In the aspect of socio-
economic development, the role of waqf are: 1) 
creation and development of the third sector; 2) 
indicates that the Islamic system introduce the 
importance of the non-profit sector in social and 
economic development, as well as providing legal 
and protection needs of the institution that is far 
from the motivation of self-interest and power 
of government; 3) provide resources to the third 
sector to become a major player in social and 
economic life of society; 4) enable the third sector 
to provide services, defense, and public needs, 
such as education, health, social welfare and 
environment in the long term. 

C. Concept Of Accounting And Reporting Of 
Waqf
Waqf has similarity to conventional endowment 

fund, so some authors state that accounting 
of waqf could be based on the accounting for 
endowment fund (e.g. Hamdan et al., 2013). 
Accounting for the endowment fund are often 
studied in textbooks governmental accounting or 
non-profit organization accounting (e.g. Gauthier, 
2012; Gross, McCarthy, & Shelmon, 2005; Torres 
& Pina, 2003).

Waqf institution is part of non-profit 
organization. In addition, non-profit organization 
has some characteristic among other: there is no 
ownership of individuals or groups of individuals, 
organizations do not compete in the free market 
so that the relatively low level of competition 
may not even exist, not for profit organization’s 

goals so that profit cannot be used as a means of 
measuring performance (Torres & Pina, 2003). 
Despite all non-profit organizations have different 
characteristics with commercial organizations, 
however, the concept accrual accounting remains 
relevant to be applied in non-profit institutions. 
Accrual basis provides useful information to 
stakeholders and can reduce the agency problems 
that arise in non-profit institutions. The accrual 
concept allows organizations to measure 
performance based on activity and programs. 

Accordingly, the main function of accounting 
information for non-profit organizations include 
waqf institution are: a) provide information about 
the resources obtained and used in a certain period; 
b) provide the rest of the information resources 
that can be used by organizations for the future 
period; 3) as well as provide information about the 
organization’s ability to provide public services in 
the future. Therefore this type of financial reports 
produced by non-profit organizations together 
with the commercial organization consisting of 
statement of financial position and operating 
results report (Torres & Pina, 2003).

As stated before, statement of financial position 
is one of the very important financial statements 
besides operating reports. In the commercial 
organization, financial position consists of asset, 
liability and equity. Based on the three elements 
of financial position, basic accounting equation in 
the commercial organization is explained below:

ASSET=LIABILITY + EQUITY

Although there is an agreement on the basic 
accounting equation in the commercial sector, 
there are several variations on the basic accounting 
equation of non-profit organization (Torres & 
Pina, 2003). Consequently, there is also a difference 
on the element of financial position on non-profit 
organization. Some accounting equations mostly 

applied in financial position (the balance sheet) of 
non-profit organizations are as follow:

a) Asset = Liabilities + Unrestricted net asset + 
Restricted net asset

b) Asset = Liabilities + Net asset invested 
in capital asset+ Net asset restricted for 

endowment purpose+ Unrestricted net asset

c) Asset = Liabilities + Endowment fund + 
Unrestricted fund + Temporarily restricted fund 

+ Permanent restricted fund

If the balance sheet showed total assets, 
liabilities and net assets of an organization on a 
specific date, report the operating results indicate 
an increase or decrease of assets and liabilities for 
a certain period. For non-profit organizations, 
format or operating reports one of which is as 
follows:

Incoming resources  100
Resources expended  (20)
Net incoming resources  80
Other gain    10
Net movement in fund  90
Beginning balance fund  200
Ending balance of fund  290

The format of Statement of Financial Position 
for the organization that does not seek profit by 
the Indonesian Accountants Association (SFAS 
45) is as follows: 

ASSET

Total asset  358,000

LIABILITIES

Total liabilities  158,000

NET ASSET

Unrestricted 50,000

Restricted temporary 100,000

Restricted permanent 50,000

Total net asset 200,000

TOTAL LIABILITIES & NET 

ASSET
358,000

Conceptually, accounting for waqf institution 
may developed based on fund accounting 
especially “fiduciary fund”. Fiduciary fund are 
used to account for assets held by public sector 
organization in an agency or trust capacity. An 
example of fiduciary fund is nonexpendable trust 
funds, in which this type of fund is similar with 
the concept of waqf. Nonexpendable trust funds 
are those trust funds whose principle must be 
maintained. 

 
D. Accounting Standards For Islamic Institution 

In Indonesia
Islamic financial institutions in Indonesia 

include Islamic banks, takaful, zakat institutions 
and waqf institutions. So far the Indonesian 
Institute of Accountants has developed accounting 
standards for Islamic banking, which includes SFAS 
101 until SFAS 110. SFAS 101 regulate financial 
statement presentation for Islamic banking 
and takaful. The type of financial statements in 
accordance with SFAS 101 for Islamic bank i.e. 
Balance Sheet (Statement of Financial Position); 
Income Statement; Statement of Changes in Equity; 
Cash Flow Statement; Statements of Sources and 
Uses of Zakah; and Statement Sources and Uses of 
Charity Fund. SFAS No. 102 regulates murabaha 
accounting, SFAS 103 talk about salam accounting, 
SFAS 104 regulates accounting for istishna, SFAS 
105 addresses the accounting for mudaraba, SFAS 
106 regulates  accounting for musharaka, and 
SFAS 107 prescribes the accounting for ijaroh.

In addition, the SFAS 108 governs accounting 
Islamic insurance institution (takaful institution). 
According to SFAS 108, the financial statements 
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must be presented by takaful institution includes 
the Statement of Financial Position; Report of 
the Surplus or Deficit Tabarru Funds; Income 
Statement; Statement of Changes in Equity; 
Statements of Changes in Tabarru Fund; Cash 
Flow Statement; Statements of Sources and Uses 
of Zakah and Statement of Sources and Uses of 
Charity Fund.

Furthermore, SFAS 109 addresses the 
accounting for zakah, infaq and shadaqoh. As we 
know, the institution of zakah is an organization 
that does not aim for profit. Therefore, a report 
that shows the performance  is different compare 
with Islamic bank or takaful organization. The 
financial statements for zakah institution include 
Balance Sheet (Statement of Financial Position); 
Statements of Changes in Funding; Statements of 
Changes in Assets Managed by Zakah Institution, 
and Cash Flow Statement. In the organization of 
zakah, there is no Income Statement.

E. Practice Of Waqf Reporting In Selected 
InstitutiOn

1) Social Islami Bank Limited Bangladesh
Cash Waqf is one type of deposits offered by 

the Social Islami Bank. Details of the type of 
deposit can be seen in the table below.

In table 1, it can be seen that although the 
percentage of cash waqf than most other types 

of deposits is the lowest (only 1.1% for 2015 
and 0.8% for 2014), but the growth rate of cash 
waqf is the highest compared to other types of 
deposits. Cash waqf growth in 2015 compared 
to 2014 amounted to 80.13%. In the financial 
statements, the amount of cash waqf funds 
reported in the balance sheet as part of the 
liabilities.

2) Islamic Development Bank
Besides issuing a set of primary financial 

statements consisting of the Statement 
of Financial Position, Income Statement, 
Statement of Changes in Members’ Equity and 
Statement of Cash Flow, Islamic Development 
Bank also published a set of separate financial 
statements for the reporting waqf. The 
following describes the format of Statement of 
Financial Position; the Statement of Activities 
and Statement of Changes in Net Assets.

3) Islamic Religious Council of Singapore 
Besides issuing a set of primary financial 

statements consisting of the Statement 
of Financial Position, Income Statement, 
Statement of Changes in Members’ Equity 
and Statement of Cash Flow, Islamic Religious 
Council of Singapore also published a set of 
separate financial statements for the reporting 
zakah and waqf. Financial statements of waqf 
fund consist of Balance Sheet, Statement of 
Changes in Funds and Statement of Cash Flow. 
The following describes in outline format 
Statement of Financial Position of Islamic 
Religious Council of Singapore for the year 
2015.

4) Waqf An-Nur Corporation Berhad 
Malaysia
Financial reporting for Waqf An-Nur 

consists of Statement of Financial Position, 
Profit or Loss and Comprehensive Income; 
and Statement of Changes in Funds for the 
year ended December 31, 2014. The following 
will explain further the format Statement of 
Financial Position

F. Analysis Of The Practice Of Reporting Waqf
Social Islami Bank Bangladesh is not a waqf 

institution therefore cash waqf is not reported in 
a separate statement but reported in the financial 
statements of the bank. In this case, the number of 
waqf funds reported in the balance sheet reflects 
total waqf funds at that time. The advantages of 
this reporting mechanism is inexpensive and 
relatively no additional significant costs on 
reporting waqf. However, this mechanism has the 
disadvantage that we cannot determine the factors 
that increase the waqf funds or factors that alter 
the waqf funds. Because the number of waqf funds 
managed by the bank very little (only 1% of total 
deposits), it seems that this reporting mechanism 
is appropriate.

Unlike Social Islami Bank Bangladesh, Islamic 
Development Bank presents a set of separate 
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financial statements for the reporting waqf funds. 
In this case the waqf funds collected in “Special 
Account Resources Waqf Fund”. Based on the 
Statement of Financial Position contained in 
Table 2, the basic accounting equation of the waqf 
institution  is ASSET= LIABILITIES + NET ASSET. 
Financial statements that show the performance 
of the management of waqf called “Statement of 
Activities”, and from the report we can see the 
level of surplus or deficit of waqf fund for each 
reporting period. Furthermore, the surplus or 
deficit generated each period will be recorded in 
the “Statement of Change in Net Assets”.

Islamic Religious Council of Singapore also 
presents separate financial statements to report 
the waqf funds. From the Statement of Financial 
Position contained in Table 4, the fundamental 
accounting equation of the waqf institution is 
ASSET = LIABILITIES + NET ASSET. Total net 
assets is also reflect the amount of funds waqf 
which is consist of capital, fair value reserve, 
sinking fund and accumulated funds.

Furthermore, Table 5 describes the format 
of Statement of Financial Position An-Nur 
Corporation Berhad, Malaysia. Basic accounting 
equation of the Statement of Financial Position 
is substantially the same as the Statement of 
Financial Position of the Islamic Development 
Bank and Singapore Islamic Religious Council, 
namely ASSETS = LIABILITIES + WAQF FUND.

G. Development Of Accounting Standard For 
Waqf In Indonesia
Based on a survey of the management of waqf 

in some countries, the management of waqf can 
be divided into two types. The first is waqf fund 
managed by non-waqf institutions such as Islamic 
bank. The second type of waqf is waqf fund 
managed by the institution of waqf. The example 
of the first type of waqf is waqf as administered by 
the Social Islami Bank of Bankladesh. In this case, 

waqf fund managed by the bank reported in the 
balance sheet as part of liability. Although in the 
financial position waqf fund are not reported in 
detail, but there is other information that explains 
the development of the waqf  and also explain the 
percentage of waqf fund compare with other types 
of deposits. This practice implies, if there is non-
waqf institution in Indonesia received funds from 
the public, waqf should be reported in financial 
position as well as in other additional information 
to give more detailed information to the public.

Second type of waqf is waqf fund managed 
by waqf institution. Waqf institutions have both 
characteristics as non-profit organization as 
well as organization based on the principles of 
Islam. Because of these two characteristics, the 
Indonesian Accountants Association needs to 
set standards of financial accounting for the 
institution of waqf. Although the Indonesian 
Institute of Accountants has issued Statement of 
Financial Accounting Standards No. 45, but the 
standard is intended for organizations that do not 
aim for profit. Characteristic of waqf institutions 
as one of the organization based on Islamic law has 
not been fully met in the standard. The practices 
of reporting waqf already discussed in this paper 
can be used as a basis for developing accounting 
standards for waqf in Indonesia.

H. Conclusion
 Waqf institution is an Islamic non-profit 

organization. Therefore, the financial statements 
of waqf organizations should provide information 
about: 1) the resources obtained and used in 
a certain period; 2) resources that can be used 
by organizations for the future period; 3) the 
organization’s ability to provide public services 
in the future. Therefore type of financial reports 
produced by waqf institution consisting of 
statement of financial position (balance sheet), 
statement of activities and statement of changes 

in waqf fund. Waqf institutions classified as 
non-profit organizations. Therefore, the income 
statement is not required in the institution of 
waqf. Another characteristic of the institution 
of waqf is there is no ownership of individual or 
group of individuals. Therefore, it is not necessary 
recording capital or equity. Therefore, statement of 
financial position contains information about the 
assets, liabilities and waqf fund.
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Abstract

Possessing endowment refers to an association that cope the endowment properties from 
the endower in order to be managed and developed based on its intentions (UU no. 41 year 
2004 article 1 section 4). According to Imam Syafi’i, possessing endowment can be comprised 
by wakif, or mauquf ‘alaih, or hakim. Dissimilarity with the constraints in the government 
regulations Number 28 Year 1977, possessing endowment should be managed by individuals 
or institutions in contrast with the constraints that are mentioned by Imam Syafi’i. Evenly, 
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A. Introduction
Etymologically, the term waqf means to stop 

or stand still. As for the terminological meaning, 
waqf means to restrain possessions, to gain 
benefits from it, without damaging the possession 
(Ash-Shan’ani.1991.III 167). According to PP 
no. 28 year 1977 regarding the Endowment of 
Land Properties, article 1 section (1): A lawful 
action of an individual or an institution which 
separates a part of its land property possessions 
and institutionalizing it for good, for the sake of 
religious interests or other general deeds according 
to the Islamic principles (Ministry of Religion 
RI.1984. 91). On the basis of the above-mentioned 
section 1, it is indicated that the waqf property 
comprises of various types of goods that are not 
easily damaged during utilization. However, there 
are also ulama that regards waqf as limited to a 
plot of land.

The legal basis of waqf is not explicitly 
mentioned in Al-Quran however there is an 
implicit reference, as explained by Imam Syafi’I, 
Imam Malik and Imam Ahmad ibn Hanbal (Hasbi 
Ash-Shiddiqie: 1978. 179). There are several verses 

in Al Quran that describes the essence of waqf, 
accordingly: Al An’am 38, Al Hajj 77, An Nahl 
97, Ali Imran 92. (Hadits2 Nabi SAW) indicates 
that: ““When a man dies, his deeds come to an end 
except for three things: Sadaqah Jariyah (ceaseless 
charity); a knowledge which is beneficial, or a 
virtuous descendant who prays for him (for the 
deceased).” (H.R. Muslim).

A waqf institution has only been recognized 
during the Islamic period. Previously, there was 
bahirah, saibat, washilat and ham. As can be read 
in Al Maidah: 103 “Allah has not appointed (such 
innovations as) bahirah or sa’ibah or wasilah or 
ham. But those who disbelieve invent falsehood 
about Allah, and most of them do not reason.” 
(Al-Syafi’i 1990. IV. 54).

There are four elements of waqf, namely: wakif, 
mauquf ‘alaih, mauquf bih and shigat or pledge. 
In this case, the positioning of nadzir endowment 
which has a responsibility to take care and to 
manage the endowment, is not discussed. On 
one hand, during that time the role of nadzir 
endowment was a direct responsibility of wakif, 
maukuf alaih or hakim, as explained by Imam 

Syafi’i. On the other hand, in H.R. Ibnu Umar, 
the positioning of nadzir endowment is explicitly 
emphasized as follows: “It is not sinful for a nadzir 
endowment to consume a part of the endowment 
in a righteous manner and without the intention 
to possess it.” (Al-Majmu.t.t. XIV: 573).

 The positioning of a nadzir endowment 
becomes more prominent when the location of the 
endowment is in a very strategic location with a high 
selling price. In some cases, this condition leads 
to the endowment property trading, organized by 
the nadzir endowment which is clearly against the 
religious principle. Emphasizing the importance 
of a nadzir endowment, this research will examine 
the positioning of a nadzir endowment, according 
to Imam Syafi’i, Government Regulation (PP) 
no.28, year 1977, and UU no. 41 year 2004.

The research method under consideration is 
the qualitative method, specifically a literature 
research or book survey. Main reference sources 
include: kitab al-Umm, PP no.28 year 1977, and 
UU no.41 year 2004 regarding endowment in 
Indonesia. In addition, other book reference 
serves as a secondary source to enrich this study.

B. Short History of Imam Syafi’i
Imam Syafi’i was born in the month of Rajab, 

150 H (767 M), in the city of Guzah (Palestine). 
His father has already died when Syafi’i was still 
in his mom’s womb. The name ‘Syafi’i was taken 
from his father’s family “Ibn Idris ibn Abbas ibn 
Utsman ibn Syafi’i ibn Saib ibn Yaizd ibn Hasyim 
in Abdul Muthalib ibn Abdi Manaf.” It means 
that Imam Syafi’i is part of the family tree of Nabi 
Muhammad SAW. This is rooted back to their 
great great grandfather, Abdi Al-Manaf the third 
grandfather of Nabi SAW. From his mother side, 
Syafi’i is the son of Fatimah ibnt Abdillah ibn 
Hasan ibn Husain ibn Abi Thalib.

Since he was 9 years old, Syafi’i is used to 
memorize the 30 juz of Al Quran, mastering 

the Arabic language from Banu Hudzail (in 
Makkah), including literature and Arabic poetry. 
Furthermore, Syafi’i studied fiqh from Imam 
Muslim ibn Khalid al-Zanny, a teacher and a mufti 
in Makkah, during the time. He learned hadith 
from Imam Sufyan ibn Uyainah, a muhaddith in 
Makkah. Lastly, he studied Al Quran under the 
supervision of Imam Ismail ibn Qashtanthin, in 
Makkah.

His journey in attaining knowledge was 
accomplished by going to Madinah, in order to 
learn under the supervision of Imam Malik. In 
the age of 10, Syafi’i was able to memorize kitab 
Al-Muwaththa written by Imam Malik. When 
he arrived in Madinah, Imam Malik cheerfully 
welcomed him, because Imam Syafi’i has 
succeeded in memorizing his kitab. In addition, 
Imam Malik even gave money for Imam Syafi’i 
as a form of support of his good intention in 
continuing his study in Iraq. In that place, Syafi’i 
met Imam Muhammad ibn Hasan and Imam Abu 
Yusuf. Both ulama are close friends of Imam Abu 
Hanifah, a famous Imam Madzhab Hanafi in Iraq. 
Syafi’i spent two year studying in Iraq before he 
continued his study to Persia, Yemen, Egypt and 
other cities.

The famous works of Imam Syafi’i are including;  
Al-Risalah, Al-Umm, Ikhtilaf al-Hadits, and al-
Musnad. Imam Syafi’i died on Thursday, 29 Rajab 
year 204 H (820 M) in Egypt.

C. Waqf and Nahzir endowment
According to jumhur ulama, a waqf  needs 

to fulfil four requirements, including: wakif (a 
person who gives waqf), mauquf alaih (a person 
who receives waqf), mauquf bih (the endowed 
property) and shighat or pledge (the statement). 
(Juhaya S.Pradja:1993.27). In the above-mentioned 
notion, the positioning of a nadzir and a witness of 
waqf is not mentioned, although those two aspects 
are crucial in the implementation. It seems that 

UU no. 41 Year 2004 article 9 has mentioned that possessing endowment may include: a. 
individuals, b. organizations, c. institutions. The main notions discussed in this study are: 
first, the concept of Imam Syafi’I, government regulation no. 28 Year 1977, and UU no. 
41 Year 2004 about The Endowment of Land Properties; second, the position of possessing 
endowment according to Imam Syafi’i PP no. 28 Year 1977 about The Endowment of Land 
Properties, and UU no. 41 Year 2004. In addition, the aims of this study are: First, getting a 
description about the concepts delivered by Imam Syafi’i, government regulation no. 28 Year 
1977, and UU no. 41 Year 2004 about The Endowment of Land Properties; Second, gaining 
a description about the position of possessing endowment according to Imam Syafi’I, PP no. 
29 Year 1977, and UU no. 41 Year 2004; Third, gaining a description about the influence of 
Imam Syafi’i perspectives in government regulation no. 28 Year 1977 and UU no. 41 Year 
2004 about The Endowment of Land Properties, especially about the position of possessing 
endowment. This study is started by literature review of Imam Syafi’i works that relate to 
endowment appraisal and a review of government regulation no. 28 Year 1977 and UU no. 
41 Year 2004 about the practice of endowment in Indonesia. The conclusion of this study 
gives an affecting description from Imam Syafi’i perspectives towards PP no. 28 Year 1977 
and UU no.41 Year 2004 about the practice of endowment in Indonesia. In addition, the 
majority of Indonesian Muslims is enthusiastically involved in applying the concept of Imam 
Syafi’i in relation to the notion about possessing endowment in its practices.  

Keywords: Endowment, Possessing, Government Constitutions 
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the two additional elements are emphasized as an 
evidentiary function of waqf, not as a legitimate 
requirement of waqf.  Imam Syafi’i explained 
nadzir endowment as follows: If there is a contract 
(akad) of waqf while the nadzir is not mentioned, 
then the wakif automatically serves as a nadzir. 
This function can also be done by maukuf alaih or 
hakim which sets a wakif as a nadzir endowment. 
(Imam Syafi’i:1990.IV.63)

As contained in PP no. 28 year 1977, the 
elements of waqf comprise of: wakif, a property/
possession, waqf khairi, a pledge, nadzir, a 
witness, and the officials which is responsible for 
the creation of the endowment pledge. In that 
case, based on PP there is a clear position of nadzir 
endowment. The elements of waqf are described 
in detail, while the elements of waqf as established 
by jumhur ulama is not as detailed. This condition 
could lead to a misunderstanding in the Muslim 
community, especially in understanding the 
essence of waqf. Based on the writer’s analysis, 
the explanation as contained in PP provides 
a more general interpretation which is more 
operational and accommodative with regard to the 
development of Indonesian Muslim community’s 
understanding of waqf. Consequently, there is 
an insignificant possibility that there will be a 
misunderstanding regarding nadzir endowment. 
However, the position of nadzir endowment needs 
to be formally determined in order to avoid the 
practice of trading or abuse of waqf endowment, 
which could be the result of the increased value of 
waqf endowment or other factors.

 Other factors that are explained in PP 
no.28 year 1977 while have not been set by jumhur 
ulama are including these additions: waqf khairi, 
the witness and the officials which is responsible 
for the creation of the endowment pledge. 
One could say that the three elements serve an 
important role in waqf, hence, if one of those is 
missing, the implementation of waqf cannot be 

said as legitimate, according to the constitutional 
law and the Islamic religious law in Indonesia.

Nadzir endowment according to PP no.28 
year 1977 is categorized into two groups, namely 
individual nadzir and institutionalized nadzir. An 
individual nadzir needs to adhere to the following 
requirements:

1. A citizen of the Republic of Indonesia
2. A Muslim
3. Be an adult
4. Be sound of mind
5. Not under an amnesty
6. Resident in an area where the endowment 

is located
For an institutionalized nadzir, the requirements 

are:
1. A legal Indonesian firm and located in 

Indonesia
2. Has a representative in a district where the 

plot of land (waqf) is located
Every nadzir endowment is obliged to register 

to the Office of Religious Affairs to be legalized.
The number of nadzir endowment in every 

district is determined by the Minister of Religious 
Affairs.

The requirements for a nadzir according to 
article 219 KHI (Kompilasi Hukum Islam) as 
referred to in article 215 section (4), consist of 
individuals who needs to fulfil the following 
conditions: a citizen of Republic of Indonesia, 
a Muslim, an adult, possess physical and mental 
health, currently not under an amnesty and 
resides in an area where the endowment is located. 
If it is an institutionalized nadzir, the following 
conditions are applied; a legal Indonesian firm 
and located in Indonesia and it needs to have a 
representative in a district where the plot of land 
(waqf) is located.

1. Obligations and Rights of nadzir
Obligations and rights of nadzir is regulated in 

article 220 KHI and section 7 of PP No.28/1977, 
as follows:

a. Nadzir is obliged to arrange and be 
responsible of the waqf property and the 
execution of the waqf procedure on the 
basis of its objectives, as regulated by the 
Minister of Religious Affairs.

b. Nadzir is obliged to make a regular report 
to the local head Office of Religious Affairs 
(Kepala Kantor Urusan Agama) and a copy 
to the local Majelis Ulama Kecamatan 
and the local Head of District (Camat), 
regarding all of its responsibilities, as 
indicated in section 16 (1).

c. The procedures of writing the report 
as mentioned in section (2) is executed 
according to the regulations of the Ministry 
of Religious Affairs. 

Furthermore, in article 22 KHI and article 8 PP 
No.28/1977 it is explained that nadzir has the right 
to acquire an income and supporting facilities in 
which the amount is determined based on the 
decency consideration as advised by the local 
Office of Religious Affairs (KUA). Emphasizing 
that both individual and institutionalized nadzir 
has a limited tenure both because of a hindrance 
of samawi or kasbi, it is important to have a clear 
regulation. Therefore, article 221 indicates that:

1) Nadzir is stopped by the Head of local 
Office of Religious Affairs because of the 
following reasons: death, an appeal from 
the individual, inability to continue the 
obligation as a nadzir and committing a 
crime.

2) If there is a vacant position for a nadzir 
because of one of the reasons mentioned in 
section (1), the successor will be appointed 
by the Head of the Office of Religious 
Affairs or according to the local religious 
authority (Majelis Ulama Kecamatan).

3) If a nadzir has been demoted, as explained 
in section (1), he will automatically be 
replaced by one of his heir.

Nadzir endowment in UU No.41 year 2004 
article 9 is explained as Nadzir comprises of: (i). 
Individuals; (ii). an organization; or (iii). a legal 
entity

Article 10
1) Individuals as mentioned in article 9a, can 

only be a nadzir if the following conditions 
are met:
a. A citizen of Republic of Indonesia
b. Be a Muslim
c. Be an adult
d. Amanah
e. Physically and mentally healthy
f. Unrestrained from conducting any 

legal activities
2) An organization as mentioned in article 

9b can only be a nadzir if the following 
conditions are met:

a. The management of the corresponding 
organization fullfils the requirements 
of individual nadzir as explained in 
section(1); and

b. An organization that is actively involved 
in social activities, education, society 
development and/or Islamic (religious) 
activities.

3) A legal entity according to article 9c can 
only be a nadzir if the following conditions 
are met:
a. The management of the corresponding 

organization fulfils the requirements 
of individual nadzir as explained in 
section(1); and

b. An Indonesian legal entity which 
is shaped in accordance with the 
prevailing legislation.

c. The corresponding legal entity is 
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actively involved in social activities, 
education, society development, and/
or Islamic (religious) activities.

Article 11
Nadzir has the following tasks:
a. To conduct the administration of the 

endowment property
b. To manage and to develop the endowment 

property according to its objectives and 
functions

c. To supervise and to protect the endowment 
property

d. To give report regarding the task 
implementation of the head of the 
Indonesian Waqf Organization (Badan 
Wakaf Indonesia).

Article 12
In carrying out the tasks referred to in article 

11, nadzir can receive compensation from the net 
proceeds for the management and development of 
waqf property in the amount not exceeding 10% 
(ten percent).

Article 13
In carrying out the tasks referred to in article 

11, nadzir acquires guidance from the Ministry 
and the Indonesian Waqf Board.

Article 14
(1) In the occasion of development, as referred 

to in article 13, nadzir must be registered with the 
Ministry and the Indonesian Waqf Board.

Further provisions of nadzir as referred to in 
article 9, article 19, article 11, article 12 and article 
13 is regulated by the Government Regulation 
(PP).

NADZIR IN PP NO. 42, 2006

CHAPTER II
NADZIR

Part One
General
Article 2

Nadzir includes:
a. Individuals;
b. Organization; or
c. Legal entity

Article 3
(1) The property of the endowment must be registered in the name of nadzir for the benefit of the party 

referred to in AIW (Waqf deed of pledge) as intended.
(2) A registration of the waqf property in the name of nadzir, does not prove ownership of nadzir on 

waqf property.
(3) The replacement of nadzir does not result in the transition of the concerned waqf property

Part Two
Individual Nadzir

Article 4
(1) Individual nadzir is appointed by wakif to meet the requirements by law.
(2) Nadzir referred to in paragraph (1) shall be registered with the Ministry and BWI through the local 

Religious Affairs Office.
(3) In the absence of the local Religious Affairs Office referred to in paragraph (2), nadzir registration is 

done through the nearby Religious Affairs Office, the Office of Religious Affairs, or a representative 
of Indonesian Waqf Board at provincial / district / city.

(4) BWI published a proof of registration for nadzir
(5) Nadzir individuals should constitute a group consisting of at least three (3) persons, one of whom 

was a head. 
One Nadzir individuals as referred to in paragraph (5) must reside in the district where the endowment 
is located.

Article 5
Nadzir, as referred to in Article 4 paragraph (1), stops from its position if:
(a) Passed away;
(b) Permanently restrained;
(c) Resign; or
(d) Dismissed by BWI.

(1) The cessation of one Nadzir individuals as referred to in paragraph (1) shall not result in the 
cessation of other Nadzir individuals.

Article 6
(1) If among Nadzir individuals some one quits from his position as referred to in Article 5, the Nadzir 
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should report to the Office of Religious Affairs to be forwarded to BWI no later than 30 (thirty) days 
from the date of cessation of Nadzir individuals, who will then substitute Nadzir as determined by 
BWI.

(2) In the case Nadzir quits his position as referred to in Article 5 for the endowments for a limited 
period and endowments in a period not limited to, the existing Nadzir notify Wakif or heirs Wakif 
when Wakif had died.

(3) In the absence of the local Religious Affairs Office, the report referred to in paragraph (1) shall be 
conducted through the Office of Religious Affairs Nadzir nearby, the Office of Religious Affairs, or 
representative of BWI in the provincial / district / city.

(4) If Nadzir within a period of one (1) year from the AIW does not perform their duties, the head of 
KUA either on its own initiative or at the proposal of wakif or their heirs are entitled to propose to 
the BWL for the dismissal and replacement Nadzir.

Part Three
Nadzir Organization / Institutionalized Nadzir

Article 7
(1) Nadzir organization shall be registered with the Minister and BWI through the local Religious Affairs 

Office.
(2) In the absence of the local Religious Affairs Office referred to in paragraph (1), Nadzir registration is 

done through the Office of Religious Affairs nearest Office of Religious Affairs, or representative of 
BWI in the provincial / district / city.

(3) Nadzir organization is an organization engaged in social, educational, social and / or Islamic religious 
activities that meets the following requirements:
a. organization committee must meet the requirements of individual Nadzir;
b. one of the organization committee must reside in the district / city where the endowment is 

located
c. to possess:

1. a copy of the notarial deed of incorporation and articles of association;
2. The list of board members;
3. Bylaws
4. The program in the development of endowments;
5. The list of assets derived from waqf property separated from other property or that is the 

wealth of the organization; and
6. a letter of statement, willing to be audited.

(4) Requirements referred to in paragraph (3) letter I attached to the application for registration as 
referred to in paragraph (1).

(5) The registration referred to in paragraph (1) shall be done before signing

Article 8
(1) Nadzir organization is disbanded in accordance with the provisions of the articles of the bylaws 

(Anggaran Dasar) of the organization concerned.
(2) If one Nadzir raised by the Nadzir organization died, resigned, or unable to keep his position as 

Nadzir and/or canceled, then the concerned Nadzir must be replaced.

Article 9
(1) Nadzir regional representatives of an organization that does not carry out the task and/or violates the 

provisions in the management and development of waqf property in accordance with the designation 
contained in Waqf deed of pledge, then the management center of the organization concerned shall 
resolve the matter regardless of the request from BWI.

(2) If the central committee is not able to carry out the obligations referred to in section (1), then the 
Nadzir organization may be dismissed and its right may be replaced by BWI, taking into account the 
recommendations and considerations of local MUI.

(3) If Nadzir organization within a period of one (1) year since AIW is established, do not perform their 
duties, then the head of KUA is either on its own initiative or at the proposal of wakif of their heirs 
are entitled to propose to Waqf deed of pledge for the dismissal and replacement of Nadzir. 

Article 10
If one Nazhir appointed by Nazhir organization dies, resigns, remains incapacitated and / or cancellation 
of his position as Nazhir raised by Nazhir organization as referred to in Article 8 paragraph (2), the 
organization concerned must report to KUA for subsequently forwarded to BWI later than 30 (thirty) 
days after the incident.

Part Four
Legal Entity of Nadzir

Article 11
(1) The legal entity of Nadzir shall be registered with the Minstry and the BWI through the local Religious 

Affairs Office.
(2) In the absence of the local Religious Affairs Office referred to in paragraph (1), Nadzir registration is 

done through the Office of Religious Affairs nearest Office of Religious Affairs, or representative of 
BWI in the provincial / district / city.

(3) Nadzir legal entities that carry out the registration referred to in paragraph (1) shall meet the 
following requirements:
a. Indonesian legal entities engaged in social, educational, civic, and Islamic religion;
b. board of a legal entity shall meet the requirements of individual Nadzir;
c. one of the administrators of legal entities must reside in the district / city where waqf the 

endowments are located;
d. possesses:

1. a copy of the notarial deed of establishment and articles of association which have been 
approved by the competent authority;

2. The list of board members;
3. By laws (Anggaran Rumah Tangga)
4. The program/planning in the development of endowments;
5. A separated list of wealth derived from waqf property or wealth which is a legal entity; and
6. A letter of statement, stating the willingness to be audited.

(4) The requirements referred to in parag
(5) raph (3) d is attached to the application for registration as referred to in paragraph (1).

Article 12
Regional representatives of Nadzir of a legal entity which does not carry out its duties and / or violate the 
prohibition in the management and development of waqf property in accordance with the designation 
contained in Waqf deed of pledge, then the central committee of the corresponding legal entity concerned 
shall finish it, whether requested or not by BWI.
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(1) In the case of the central committee of legal entities cannot execute the obligations referred to in 
paragraph (1), then Nazhir legal entity may be dismissed and its right may be replaced by BWI by 
taking into account the recommendations and considerations of local MUI.

(2) If Nazhir legal entity within a period of one (1) year from the AIW do not perform their duties, the 
head of KUA is entitled to propose to BWI for the dismissal and replacement Nazhir, either on its 
own initiative or at the proposal wakif of their heirs.

Part Five
Tasks and Service Period of Nadzir

Article 13
(1) Nazhir as referred to in Article 4, Article 7 and Article 11 shall administer, manage, develop, oversee 

and protect waqf properties.
(2) Nazhir shall make periodic reports to the Minister and BWI about waqf activities referred to in 

paragraph (1).
(3) Further provisions concerning the procedures for making the report referred to in paragraph (1).
(4) is regulated by the Minister Regulation (Peraturan Menteri).

Article 14
(1) The tenure of Nazhir is five (5) years and may be reappointed.
(2) The reappointment of Nazhir referred to in paragraph (1) is conducted by BWI, if the person 

concerned has been carrying out a good job in the previous period in accordance with Islamic 
principles and legislation.

Nazhir is one indispensable element in the implementation of waqf. The task of Nadzir is to maintain 
prosperity, empowering, lease, and extract the benefits from waqf properties. Because of the above-
mentioned task, Ulama Hanafiyah, Malikiyah and Shafi’ites agreed that he was entitled to a reward from 
the benefits of the waqf objects or wages that have been promised by wakif (Wahbah Zuhaeli, 7694) 
or from the local government of the state treasury (bait al-mal) (An-Nawawi al-Banteni, 174). Imam 
Nawawi in the book Nihayat Zaiyn mentioned that Nazhir (which is not wakif) are entitled to wages that 
have been promised by wakif even though it is more than a standard wage minimum (An Nawawi al-
Banteni, 273) If Nazhir is resigned of fired, the judge has the right to appoint the person that is ready to 
manage endowments. This person is paid from the endowment empowerment results. (Wahbah Zuhaeli, 
al-Fiqh al-Islami Wa Adillatuhu, 7694)
According to Malikiyah, Nazhir is entitled to receive wages from the results of waqf

ئيش هل نكي مل اذا فقولا نم ائيش رظانلل لعجي نا يضاقللو
And for judges (government) may not make a wage from the endowment if Nazhir does not have 
anything.

Legal thought is reflected in the Law of waqf which says that Nadzir has the task:
a. to undertake administration of waqf property;
b. to manage and to develop the waqf property in accordance with the purpose, function, and pur-

pose;
c. to supervise and to protect the property of the waqf;
d. to report execution of tasks to the Indonesian Waqf Board. (Law No. 41 of 2004 Section 11)
The article reinforces the special authority of Nazhir which has a stronger position than others, according 
to the rules (kaidah) (Zaenudin Ibrahim (Ibn Najm), al-Asybah wa al-Ndhair, p. 186.)

ةماعلا ةيالولا نم ىوقأ ةصاخلا ةيالولا
“Special authority has a stronger position rather than the general rule”.

In other methods Ibn Najm disclose:
رظان دوجو عم فقولا يف فرصتلا يضاقلا كلمي ال

“The judge does not have the jurisdiction over the existing endowments to manage waqf properties, as long 
as Nazhir is present”.

Nazhir authority is also mentioned in Article 23 that, “In the case of wakif do not specify the designation 
of waqf properties, Nazhir can assign the designation of waqf property in accordance with the purpose 
and function of endowments.” (Law No. 41 of 2004 Article 23, paragraph 2)
In respect of the wage of Nazhir mentioned in Article 12, which reads, “In carrying out the tasks referred 
to in Article 11, Nazhir can receive compensation from the net proceeds for the management and 
development of waqf properties which amount does not exceed 10% (ten percent). (Law No. 41 2004, 
Article 11).

D. Conclusion
Based on the results of a comparative study 

of the positioning of Nadzir endowments, some 
conclusions can be drawn as follows:

First, the waqf concept as stated by Imam 
Syafi’i were generally modest, it can be seen from 
the description of his theory of the elements 
of endowments, namely: wakif, mauquf ‘alaih, 
mauquf BIH, and the pledge. On the other hand, 
the provision of endowments established by 
Regulation No. 28 of 1977 is the development 
of the basic thoughts of Imam Shafi’i because 
it has undergone the process of adjusting to 
the conditions and demands of the people of 
Indonesia. In the PP it is determined that the 
elements of endowments consist of: wakif, lands 
waqf properties, endowments khairi, pledge, 
nadzir, witnesses, and the Endowment Deed 
Official Pledge (PPAIW). In Act No. 41 of 2004 
under Article 6 stated that the elements of waqf 
as follows:

e. Wakif;
f. Nadzir;
g. Endowment properties;
h. Endowmend pledge (ikrar);
i. Appropriation of the waqf property;
j. Endowment duration

The gradual improvement regarding the 
positioning of nadzir endowment has been 
conducted by the Indonesian government in 
order to run the 1945 Constitution Article 29, 
paragraphs 1 and 2.

Secondly, regarding nadzir endowment, 
according to Imam Syafi’i “when in the pledge it 
was not mentioned regarding who takes te role of 
a Nadzir, then it can be concluded that the nadzir 
will be its wakif, mauquf ‘alaih or judges.” The 
aim is to provide legal certainty about who will be 
the waqf property manager. This allows the waqf 
property to be maintained properly in accordance 
to the guidance of the Islamic principles and to 
meet the expectations to whom the property is 
beneficial.

Third, the position of nadzir endowment 
in Government Regulation No. 28 of 1977 
has been clearly mentioned in relation to the 
obligations, rights, and other matters relating to 
nadzir endowments. This is described in Article 
6, paragraph 1 and paragraph 4 and includes 
individual Nadzir and legal entities. Then in 
Article 7, the obligations and procedures for 
reporting nadzir endowment is described. Article 
8 mentions regarding the rights of Nadzir to 
acquire an income and facilities from the waqf 
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property.
Fourth, endowments nadzir provisions in 

Law No. 41 of 2004, in Article 1, paragraph 4 
states that the party receiving nadzir is Waqf 
property of Wakif to be managed and developed 
in accordance with designation.The designation 
on nadzir endowment mentioned in the articles: 
Article 9, Article 10, paragraph 1,2 and 3. Article 
11, Article 12 on the right nadzir on waqf property 
of (maximum) 10%. Article 13 nadzir obtain 
guidance from the Minister and the Indonesian 
Waqf Board. Article 14 on the necessity nadzir 
endowments registered with the Ministry and the 
Waqf Board Indonesia (Article 1), and article 2 
states that matters related nadzir endowment as 
contained in Articles 9, 10, 11, 12, and Article 13, 
is regulated by the Government.

The Government Regulation (PP) No. 42 of 2006 
on Chapter II explains that nadzir endowment 
consists of Part General Article (2) Nadzir 
include: an individual, organization or a legal 
entity. Section 3 describes the need to register the 
property on behalf of nadzir endowment, while it 
does not mean that the property belongs to them, 
and regarding the Nadzir replacement which does 
not result in the transition of waqf properties. 
Part two pointed out regarding individual Nadzir, 
comprised of Articles 4 (No 6, paragraphs), 
Article 5 of Nadzir replacement mechanism as 
set out in Article 4 (1) of Article 6 consists of four 
paragraphs. The third part of the organization 
Nadzir consist of Article 7 (including 5 sections). 
Article 8 (consisting of two sections about the 
dismissal of the organization nadzir). Article 9 on 
nadzir regional representatives of an organization 
(consisting of three sections). Article 10 regarding 
the rules of individual Nadzir appointed by nadzir 
organization when they resign or die, or when 
the position is canceled. Part Four discusses the 
Nadzir Legal Entity. Article 11 consists of four 
sections. Article 12, second section highlights the 

provisions of nadzir regional representative of a 
legal entity which does not carry out its duties and 
/ or violate the prohibition in the management and 
development of waqf property in accordance with 
the designation listed in Waqf deed of pledge. The 
fifth part explains the tasks and the service period 
of nadzir. Article 13 consists of four sections. Then 
Article 14 regarding the service period of nadzir, 
consists of two sections. In general it can be 
concluded that the position nadzir endowment in 
UU No. 41 Year 2004 and Government Regulation 
No. 42 of 2006 provides details and clarity on the 
positions, kinds, rights and obligations of nadzir 
endowments, as well as the service period of 
Nadzir endowments. It shows that the Indonesian 
government provides service for the Muslims in 
relation to the affairs of waqf in Indonesia.
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Abstract

Tax Amnesty Law is the breakthrough success of the government to increase tax revenues as 
well as strengthen the database taxation. This policy also encourages economic restructuring 
due to the inflow of funds owned Indonesia citizens who were abroad and within the country 
but yet was listed as the basis of taxation. Problems arise mostly when Waqf property has 
not been registered in the yearly tax report until the object is considered part of this Law. 
Waqf property that has been handed down and has not been reported to the yearly tax 
report considered as illegal property that must be paid the fine when it registered as tax 
amnesty, the same as the property obtained from crime. Author made observations on the 
organization of Islamic organization that has long been managing the waqf. Most can adapt 
to this Act but some are not ready for this for waqf property is considered not taxed therefore 
not be registered in the Tax return.

Keywords: Tax Amnesty, Endowments, Muhamadiyah, Nahdlatul Ulama 

A. Introduction
The Indonesian government to implement the 

Tax Amnesty with some goals to be achieved, are 
as follows: (i). accelerate economic growth and 
restructuring through the transfer of assets, which 
will have an impact on the increase in domestic 
liquidity, improvement in the exchange rates, 
lower interest rates, and increased investment; (ii). 
tax reform to encourage more equitable tax system 
and broadening the tax base more valid data, 

comprehensive, and integrated; and (iii). increase 
tax revenues, which will be used to financing the 
construction (TA Law Article 2, paragraph 2).

Ensuring the program is successful, the 
government conducted a massive campaign by 
the media to ensure that the public can receive 
the government’s message about the need for the 
Tax Amnesty succesessed by society. The target 
of the Tax Amnesty is the owner of the existing 
funds in domestic and overseas who do not want 

to report his property in the annual tax report 
for various reasons. People did not reported their 
assets for some reasons it can be hide, evade taxes 
or intentionally concealing property obtained by 
illegal. 

When the Law is legislated tax Amnesty leads 
to all communities the  law on tax obligations. 
People as individually and entity is subject of this 
regulation (TA Law Article 3, paragraph 1) and 
bounded to the regulation. In the tax officer side, 
wakif / donor endowment and Nadzhir are subject 
to the tax amnesty as other Indonesian citizens. 
The government is giving chance to each taxpayer 
to participate Tax Amnesty due date,  31st  March 
2017 (TA Law Article 15, paragraph 4). 

As new institutional, endowments have legal 
protection in 2004 when the endowment law is 
legislated (Endowment law, No. 41/2004), so the 
understanding of Nadzhir about the endowment 
assets an the aspect of taxation an administration 
is bad. People who provide endowments (Wakif) 
and endowment managers (Nadzhir) understood 
that the relationship between wakif and delivery 
of property inspectors do not have the tax 
aspect. Transfer of ownership of wakif to the 
superintendent is based on the desire to do good, 
as exemplified by the Prophet Muhammaad SAW. 
Endowment  is legal acts to separate and hand 
over part of their wealth either permanently or 
for a specified period in accordance with their 
importance to the purpose of worship and general 
well-being according to sharia (law Waqf article 1, 
paragraph 1).

When the endowment property shift from 
wakif to the nadzhir, the burden of tax reporting 
of the endowment property is shift to the nadzhir. 
Nadzhir must reported the property on the yearly 
tax return. And the handover of property noted 
as transaction with the 0% of taxes. The balance 
between income and wealth profiles show the 
reasonableness of the reporting done by the 

taxpayer to the tax officer.
If there is property that is managed by the 

nadzhir but never reported in the last annual tax 
return or not fully reported, Tax Amnesty law 
gives the right for nadzhir as taxpayers to follow 
the Tax Amnesty program or correct the last 
annual tax return. The object of the tax amnesty 
for tax liabilities which are not or not fully resolved 
by the taxpayer, which represented in property 
that has never been reported in the Annual Tax 
return. Tax amnesty granted to taxpayers through 
disclosure of its assets in the assets declaration. 
(TA Law Article 3 and the explanation of Article 5 
paragraph (2)).

The issue in the Tax Amnesty is effect on the 
property declaration is the obligation to pay the 
fine on declared property. Amnesty rule stated 
that tax amnesty is a amnesty from the state to the 
people that not paid the tax yet, but they have to pay 
some fine. There is  not subject to administrative 
sanctions and criminal penalties taxation in the 
field of amnesty, by declare the Property and 
pay the fine money as stipulated in this Law. (TA 
Law Article 1 paragraph 1). Therefore, this paper 
wants to examine the effect of the tax amnesty on 
endowment.

B. Theoretical backgrounding
Endowments as a regulation published in 2004 

in the form of - Law, but the practice of endowment 
in Indonesia have occurred even before the 
establishment of the Republic of Indonesia. In 
the simple kind, endowment on tomb land or 
mosque has been discovered in almost every 
place in Indonesia. Although religious property 
non taxable but if the property have not title yet, 
it clasify as taxable property regarding to the any 
regulation of taxes in Indonesia.

Recognition in the form of the endowment 
in Indonesia starting from the constitutional 
legislation established the Law Number 41 year 
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2004 on Endowment law. Government stipulate 
Peraturan Pemerintah Republic Indonesia 
Number 42 year 2006 to Implementation of 
endowments law. This recognation, opens the 
horizons of society that the endowment should not 
be only in the form of land or buildings, but can be 
a cash endowment like the sound of Law article 29 
paragraph (2) Endowments moving objects in the 
form of money referred to in paragraph (1) shall 
be issued in the form of certificates of endowment 
(cash endowment) to be productive purposes. 
The article also open up new horizons for wakif  
(people who give their property to endow) and 
the nadzhir people who manage the endowment 
property) that the endowment can also be allocated 
for productive business activity whose results are 
for the benefit of society / community. The law 
is constitutional umbrella for management of 
endowment in Indonesia although the practice of 
endowment has existed since pre-independence 
era.

Previous understanding about the restricted 
endowment funds for public purposes such as 
the mosque, school and the grave. Nadzhir as 
endow manager, has responsible for maintaining 
and administering the assets managed. As Article 
11, Nadzhir have the task: (i). do administrating 
property endowment; (ii). manage and develop 
property ownership in accordance with the 
function, and purpose; (iii). supervise and 
protect property ownership; and (iv). report 
on the implementation of tasks to Indonesian 
Endowment Board. 

This responsibility makes the superintendent 
position in tax laws as a taxpayer is obliged to 
report property that is managed in the annual 
tax return. Tax Amnesty made the position of 
the property reported on the tax return 2015 as 
the starting point reference of reporting. If the 
property reported on the tax return 2015 so the 
taxpayer is not obliged to report his property 

regarding to the rule of tax Amnesty. However, if 
the taxpayer does not report or under-report their 
wealth in tax return year 2015, the taxpayer has the 
right to fixed the tax return yer 2015 or following 
the Tax Amnesty program. If they follow Tax Tax 
Amnesty program, the property that has not been 
reported have to be declaire in tax amnesty form 
and must be pay some fine regarding to the law. 
The percentage of fine is various starting from july 
2016 to Mach 2017. 

C. Previous research
Zubaidah (2013) wrote about The Legal 

Framework of endowment in Malaysia which 
provides the legal basis for the implementation 
of the endowment system forced in Malaysia. 
In the other side, accounting aspects of the 
endowment ever written by Shafia (2013) in order 
to increase transparency and accountability in 
the management of zakat to improve governance 
aspects of endowment. Both Research conducted 
contribute to improving the quality of governance 
in order to gain the trust endowments of people 
to hand over his property to the Nadzhir. Two 
researchers and many other researchers have not 
yet discussed about the tax aspects of endowment,  
thus possible potential problems will be increase 
because of the nature caracter of the taxes is force.

There are fundamental problems associated 
with the earlier endowment governance has not 
entered a tax factor as important thing in the 
management of the property. This has implicated 
when the property endowments declare Tax 
Amnesty program and have to pay the sum of fine. 

D. Issues and Discussion
Regarding to the tax law, the basic endowment 

issue is the hand over of  property from wakif  
to the nadzhir. In social religious perspective it 
is an act of kindness.  Tax officer treat the hand 
over as same as economic transaction. And the 

nadzhir have the responsible to adminstrating and 
reporting the property law of tax call nadzhir as 
subject of the tax.

Taxes are not familiar with the term property for 
public purposes or private. As long nadzhir have 
responsible to the assets, the tax officer asume that 
all of tax responsibility be own by nadzhir. When 
there is the potential tax obligation rise from the 
property, tax officer will cahse the tax to nadzhir. 
Potential tax can arise for several reasons; (i) have 
not been made the certificate of endowment to the 
property (ii) the nadzhir not declare the property 
in anual tax return (iii) the property has been 
reported but the number is less.

Since most of the endowment property located 
on the center of the city, they had huge economic 
value. Endowned land is usually located in densely 
populated areas, and has a long cultural roots. 
Data on donated land can be seen in table 1 below 
this.

NO PROVINCE TOTAL

ALREADY
CER-

TIFICATE 
WAQF

YET
CER-

TIFICATE 
WAQF

WIDE
TOTAL (m2)

1 Nanggroe Aceh 
Darussalam 24,898 13,730 11,168 767,869,011.58

2 North Sumatra 16,280 7761 8519 36,035,460.00

3 West Sumatra 6643 4,420 2,223 212,212,380.00

4 South Sumatra 6394 3,521 2873 380,456,227.29

5 Riau 8152 2,641 5,691 1,183,976,528.00

6 Jambi 5918 3785 2,133 13,516,703.00

7 Bengkulu 2759 1,869 890 7,122,171.22

8 Lampung 14,591 8372 6,219 22,990,814.00

9 Bangka Belitung 1,133 779 354 3,243,060.00

10 Riau Islands 1,187 326 861 1,066,799.00

11 DKI Jakarta 7422 4623 2,799 3,013,640.00

12 DI Yogyakarta 8,547 8051 496 2,933,943.00

13 West 74,860 45,873 28,987 116,662,017.81

14 Central Java 103294 82,641 20,653 163,169,706.97

15 East 74,429 54,193 20,236 58,239,272.20

16 Banten 20,089 11,049 9040 39,322,270.00

17 Bali 1,399 1,132 267 13,990,000.00

18 West Kalimantan 4,467 2,257 2,210 27,544,360.00

19 Central Kalimantan 2642 1,631 1,011 5,778,500.00

20 South Kalimantan 9265 7582 1,683 58,239,272.20

21 East Kalimantan 3423 772 2,651 13,984,104.00

22 North Sulawesi 887 420 467 1,905,272.70

23 Southeast Sulawasi 2,386 1516 870 5,225,958.00

24 Orissa 3,173 2,051 1,122 165,042,816.23

25 South Sulawesi 10,440 5486 4954 1,029,030,278.00

26 North West 2,448 571 1,877 3,251,700.00

27 Papuan 346 142 204 694,466.00

28 West Papua 338 105 233 591,117.00

29 East 1,272 1,047 225 5,311,787.00

30 Westmeath 12,105 7031 5074 25,816,325.00

31 Moluccas 1,215 449 766 5,006,359.00

32 North 1,489 605 543 30,223,191.00

33 gorontalo 1,877 729 1,148 1,663,350.00

TOTAL 435768 287160 148447 4,359,443,170.00

Source: Directorate of the Ministry of Religious Endowments, dated, March 

2016. North Kalimantan not been splited yet from east Kalimantan

According to data from Indonesa Waqf Board 
there are 4.35 million m2 of land which is managed 
by endowment land consisting of 435.768 pieces of 
land. Among the 287,160 already have land titles 
(certificate) and the rest do not have a certificate 
of 148.447. According to the tax law, endowment 
property is not taxable as long as it has land title 
(endowment certificate). 

Regarding to the tax amnesty law The property 
that declare and reported on the tax  return as 
at 31 dec 2015 is not an object of Tax Amnest. 
If the land not registered on tax return it has to 
declare on the tax amnesty program and pay some 
fine. Ammount of the fine to be paid for the non 
registered when the property declare  for the tax 
low  (i) from + 1st  Juli to 30 Sept 2016 fined rate by 
4% (ii) and when declare + 1 Ok to 31 Desember 
2016 subject to tariff 6%  (iii) finally when declare  
1 Jan to 31 March 2017  it fined by 10%.

Regarding to the Tax law, property that not 
reported to the tax return is considered as treasure 
that historically obtained by earnings that not 
taxable. Tax Amnesty Law gives people to declare 
such properties and paid the fine then the property 
is considered as legal property. 

If the superintendent can not prove that 
the property was include and reported on the 
tax return, the choice of the superintendent 
is traceable to such property a few years back 
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and make revisions to the tax return or declare 
property in Tax Amnesty and pay the fine. Tax 
amnesty is program amnesty from government 
to the tax payer, if following this program the tax 
payer do not have administrative sanctions and 
criminal penalties taxation in the field of taxation, 
they have to declare the Property and pay the fine 
money as stipulated in this Law (UU TA Article 1 
paragraph 1).

Indonesian civil society organizations such 
as Muhammadiyah firmly rejects the enactment 
of the Tax Amnesty and filed a lawsuit to the 
Constitutional Court. A variety of reasons were 
given but the substance underlying assets because 
of its mass organization Muhammadiyah most 
organizations registered as an asset even though 
there are still registered as individual member. 
Thougt that public property is not the object of the 
income tax, the organization do not pay attention 
to administrate the endowment property. 
This weakness is not a big problem, while Tax 
Amnesty Law has not been legislated. But after 
the enactment of this law, all assets that are not 
registered in the tax mechanism is considered as 
illegal property, and therefore must be included in 
the Tax Amnesty program.

Muhammadiyah, as an institutional have 
huge economic value of land and buildings, 
mosques, prayer rooms, hospitals in several cities, 
community health centers, school, campuses, 
office buildings etc. Some administrated on the 
head office and the other by each region depend 
on the authority. The accumulated value of the 
redemption of the property is certainly very great.

The old laws provide tax space for organizations 
or foundations engaged in social and awareness 
for administrate the property is low. Tax Amnesty 
Law does not provide accommodation for the 
administrative failure and staright to the line in 
the term of tax return reporting. All property that 
can not describe the source of income consider 

as property acquired through unlawful activity, 
and should therefore be forgiven by the state and 
declare on the Tax Amnesty and so pay the fine. It 
is a huge burden on the organizations and therefor 
they propose an objection. 

The origin purpose of the enactment of the 
Tax Amnesty is to repatriate the assets owned 
people who kept abroad. Or property obtained by 
illegal means owned by citizens but not reported 
to the administration of the taxation system. The 
Organizations are not part of the two condition. 
All the property wealth is obtain for the social and 
religious activity. 

In 2014 Muhamadiyyah publish the 
accumulated assets amounting to 20 trillion 
rupiah. If the value is registered to the Tax 
Amnesty program, the value of the ransom before 
30 September 2016 by 2% to reach 400 billion 
rupiah. This very large value to be paid.

Other organization such as Nahdlatul Ulama 
has many pesantren spread in many city, but the 
property is not belong and administrated by head 
office. Much of them is belong on by the Kiai or 
their family. So the isu of Tax Law is not rise as the 
organization isue but handled sparately. Therefor 
Nahdlatul Ulama not too concerned about the 
enactment of the Tax Amnesty law. Because the 
burden of tax is managed partially and not so 
large in each of its units. This causes the Nahdlatul 
Ulama or other organizations do not involve 
simultaneously together with Muhammadiyyah 
to make a claim to the Constitutional Court.

Both organizations above is litle case of nadzhir 
that dedicated on endowment property and have 
to have participated in the Tax Amnesty. There are 
many small foundations that are not affiliated to 
both organizations that also faces the same problem 
stemming from their poor administrating.

The authors saw their is fundamental 
weaknesses in designing academic papers on 
Tax Amnesty Law which does not involve many 

elements of social wealth and philanthropy into 
variable regulation that should be accommodated 
in the articles section. These weaknesses also not 
corrected in the discussion on the political content 
of Parliament. There is no proper public hearing 
to provide input on legislation to avoid a conflict 
between regulation and social realities. 

The mass organization have long life and be an 
element that helps the government improve the 
life of the community and their education through 
charity and philanthropy activity. Etymologically, 
the meaning of philanthropy (philanthropy) 
is philanthropy, generosity, or contributions 
something that shows the love of mankind. Four 
term is derived from the Greek, which is philos 
(love) and anthropos/human, which literally means 
the conceptualization of the practice of giving, 
service (service) and association (association) by 
volunteering to help others in need as expression 
of love.

E. Conclusion 
From the discussion above, the author can 

conclude as follows; 
1. There are weaknesses in the administrative 

by the nadzhir handlyng for tax purpose. 
They do not treat the property as tax object 
properly to avoid the tax penalty. Further 
the endowment nadzhir have to improve 
the capacity to administrate the property 
properly.

2. This show the weaknes that have to be 
resolve by the Authority of Endowment 
in Religion Ministry. There should be 
significant improvements in governance 
for institutional so that the public will have 
more confidence hand over of property and 
participate actively in endowment. 

3. Accountability and transparancy is the 
caharacteristic of a good government 
organization. Mass and philanthropic 

institutions have to increase the quality 
of Good Governance to increase the trust 
of public so they increase the trust to the 
endowment mechanism.

4. There is weakness gap on the Tax Amnesty 
Law that not consider yet many aspect 
of sosial institution. In case of changes 
in tax regulations make the social 
organization trapped on the condition that 
constitutionally force them to follow the 
Tax Amnesty program and paid the amount 
of  fine as a consequence.

5. Needs special chapter in the Tax Amnesty 
Law which regulates social institutions  to 
resolve the endowments problem in tax. 
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Abstract

Indonesia known as the Nation with the largest Muslim citizen in the World. So do the Waqf 
Assets. Unfortunately, with current management couldn’t optimize the Waqf Assets. Most 
of Waqf Assets are Mosque and Boarding School (Pesantren). If the Waqf Asset produce 
revenue only to finance the operation cost Mosque and Boarding School (Pesantren). Cash 
Waqf nowadays more useful than Waqf Asset at form Mosque, Boarding School (Pesantren) 
and other assets form. In this Paper will be discuss about optimalization Waqf – either 
Waqf Assets or cash Waqf – as the source of funding that free from interested to enhance 
Economics of Indonesia with 3 (three) ways: (i). Waqf for Educations; (ii). Waqf as the 
source of funding to finance the start-up company; and (iii) Waqf as the working capital for 
Strategic Company.
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A. Background
 Indonesian people have never forgotted 

what happened on 2014-2015. Indonesian 
election happened on 2014 and global economic 
slowdown on 2015. When the company didn’t 
have the best strategic, that company won’t 
survive on 2015. Inflation education cost almost 
occured every year. That inflation make people 
tend looking for scholarship in Indonesia or 
abroad. Most of scholarship have the term and 
condition when the students have graduated from 

their University or school. After graduated from 
the Banker Academy, the participant have at least 
5 years contract with the sponsor to work at that 
Bank. If the participant resign before 5 years, the 
participant have to pay the fined Rp.150 million. 
We can imagine if the sponsor are from cigarette 
company, alcohol beverage company or even 
Islamic haters company? At this situation, the 
grantee has to works at that haram companies. 
Most of scholars work on unrelated field from 
their major. These phenomenon will make they 

couldn’t use their maximum potential to enhance 
Economics of Indonesia. In general, Indonesia 
people will be job seeker after graduation. 
Inadequate job opportunity against the number of 
job seeker will result unemployment.

Last three years, there are so many start 
up company run their business in Indonesia. 
Such as Gojek or Bukalapak that offer many job 
opportunities for job seekers. Those start up 
companies had a difficult times for looking finance 
from Bank. One of the requirements that have 
to fulfill is the Company’s business running and 
generated positive net income at least 2 years. The 
obstacles not only that, after several years and that 
start up company have generating net income, the 
Bank couldn’t give the financing that easily. If those 
lines of businesses are including the forbidden 
business, Bank will reject their financing proposal. 
As solution, the start-up company asks financing 
from other investor country which is common to 
request something strategic from investation.

In 1945 Constitution of the Republic of 
Indonesia, article 33 paragraph 2 stated that 
“Production branches which are important for the 
country and dominate the life of many  controlled 
by the state.” And paragraph 3 stated that “Earth 
and water and natural resources contained in it are 
controlled by the state and used for the people’s 
welfare.” Most of strategical Indonesia state 
owned company own by foreign Investor, such 
as, Freefort, stated owned Bank (Bank BUMN). 
These condition will make Indonesia Goverment 
couldn’t fulfill 1945 Constitution of the Republic 
of Indonesia article 33 paragraph 2 and 3.

Accordance the explanation above, the paper 
would like to explain how the Waqf could give the 
solution to, (1) Educational Scholarship without 
any contract of interest; (2) source of capital to 
finance start-up company; (3) source of capital 
to finance Strategical Indonesia state owned 
company that free from conflict of interested.

B. Definition
1. Waqf Definition
Etimologically, waqf is arabic word that means 

“al-Habs” or hold, stop or silent. If that word 
connected with the assets like soil, animal or other, 
it means right of ownership would be faded to the 
inteded use of the other (Ibn Manzhur:9/359). 
As one of Islamic sharia term, waqf could be 
intepreted as the freezing of right of ownership of 
the asset to give the benefit to others. While on 
Fiqh Books, many Ulama have different argument 
in give definition about waqf. Those differentiation 
will result different result to the law output. The 
waqf definition based on fuqaha,such as:

First, The Hanafiyah interpret waqf as resist 
material objects (al-‘ain) that owned by wakif 
and give the benefit to everyone for the purpose 
of goodness (Ibn Al-Humam: 6/203). That waqf 
definition explain that waqf asset still on wakif 
hand. Wakif still owned the waqf asset, only the 
asset benefit could utilize by people.

Second, The Malikiyah’s opinion, waqf is the 
benefit of asset could transfered to other people 
with one contract (sighat) with limited time in 
accordance term and condition wakif (Al-Dasuqi: 
2/187).

Third, The Syafi’iyah interpret waqf with hold 
the asset that could give benefit to other people. 
Wakif handed over of management of asset to 
nazhir that comply to sharia. (Al-Syarbini: 2/376). 
This group required that the waqf asset must not 
easily destroyed or damaged and a long-life asset 
and people can use the benefit of waqf asset in 
long term period (Al-Syairazi: 1/575).

   Fourth, The Hanabillah interpret waqf with 
the simple word, hold the waqf asset (land) and 
give the benefit (Ibn. Qudamah: 6/185).

according Constitution of the Republic of 
Indonesia no.41 year 2004, the waqf definition 
is Wakif legal act to separate and / or hand over 
part of their wealth either permanently or for a 
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specified period in accordance with their interests 
for purposes of worship and / or general well-
being according to sharia.

The endowments of some definitions, it can be 
concluded that the endowment aims to provide 
benefits to those who are entitled to and used in 
accordance with the teachings of Islamic Sharia. 
This is consistent with the function of waqf 
mentioned article 5 of Law no. 41 of 2004 which 
states waqf serves to realize the potential and 
economic benefits of waqf property for the benefit 
of worship and to promote the general welfare.

2. Pillar of Waqf
Pillars of Waqf there are four pillars that must 

be met in waqf. First, people who do waqf (al-
Waqif). Second, objects waqf (al-mauquf). Third, 
those who receive the benefit of waqf (al-mauquf 
‘alaih). Fourth, lafadz or pledge waqf (sighah). 
Terms of Endowment are:

1. The terms of those who do waqf (al-Waqif)  
there are four, the first person who’s do 
waqf must necessarily have a full treasure, 
meaning he’s free to donating property 
to whoever did it wanted. Both he must 
necessarily reasonable person, not valid 
waqf fool, a madman, or those who are 
drunk. Thirdly he must necessarily baligh. 
And fourthly he must necessarily people 
who are able to act legally (rasyid). The 
implication fools, people who are muflis 
and weak memories unauthorized person 
donating property.

2. The terms of waqf asset (al-mauquf) 
couldn’t do the transfer of ownership, 
unless it meets certain requirements set by 
the expert; The first is waqf asset must a 
valuable goods. Second, the quantity should 
be countable. So if the asset uncountable 
(majhul), then the transfer of ownership is 
not valid. Third, That asset  must owned by 

the person who would like to waqf (Wakif). 
Fourth, the asset must independent, is not 
attached to other assets (mufarrazan) or 
also called (ghaira shai’).

3. The conditions of the person who receives 
the benefit of waqf (al-mauquf alaih) 
In terms of classification of people who 
receive these waqf are of two kinds, First 
is a specified (mu’ayyan) and unspecified 
(ghaira mu’ayyan). What is meant by 
specified is that, obviously the person 
receiving the endowment, whether one, 
two or all of which are a set of specific 
and should not be changed. While that 
unspecified means a waqf place was not 
specified in detail, for example a person for 
the indigent, poor, places of worship, etc. 
The requirements for the person receiving 
this particular waqf (al-mawquf mu’ayyan) 
that he must necessarily people are allowed 
to own property (ahlan li al-Tamlik), then 
Muslims, infidels zimmi, independent and 
qualified it may have a waqf property. As for 
the fool, a slave, and lunatics unauthorized 
accept waqf asset. Terms relating to ghaira 
mu’ayyan; that will receive the waqf must 
necessarily be able to make it for good from 
which it can closer to Allah swt. And waqf 
is intended only for the sake of Islam alone.

4. Shigah conditions related to the content of 
the speech (sighah) there should be some 
conditions. First, the speech should contain 
words that indicate permanent (ta’bid). 
Invalid waqf contract if the speech with a 
certain time limit. Second, the speech can 
be realized immediately (tanjiz), without 
attached or hung to certain conditions. 
Third, the speech must indicate certainty. 
Fourth, the speech was not followed by the 
canceling conditions. When all the above 
requirements are fulfilled, the control 

of land donated for waqf is valid. Wakif 
can no longer withdraw the ownership 
of the property was transferred to Allah 
and mastery of the property is the person 
receiving the waqf asset (Nazhir) generally 
considered to be the owner but it is ghaira 
tammah.

3. Types of Waqf
Article 16 of Law No. 41 of 2004 states:
1. Waqf Asset can be classified into :
a. Fixed asset; and
b. Moveable asset.
2. Fixed Asset as described in paragraph (1) 
word a covered:
a. Land rights in accordance with the 
provisions of the legislation in force either already 
registered or not;
b. buildings or parts of buildings that stood 
on the land referred to in paragraph a;
c. plants and other objects related to the land;
d. ownership of the apartment units in 
accordance with the provisions of the legislation 
in force;
e. Another fixed asset in accordance with the 
provisions of sharia and legislation in force.
3. Movable Assets as described in paragraph 
(1) letter b is a assets that can not be discharged 
due to consumption, include:
a. Money cash;
b. Gold;
c. Securities;
d. Vehicles;
e. Intellectual property rights;
f. Leasehold; and
g. Other movable assets in accordance with 
the provisions of sharia and legislation in force.

4. The Fundamental  Waqf Law
(a) Based On Al-Quran
In general there are no verses of the Qur’an that 

clearly explains the concept of waqf. Therefore 
waqf including infaq fiisabilillah, the basis used by 
scholars in explaining the concept of waqf is based 
on the generality of the verses of the Qur’an that 
describes infaq fisabilillah. Among these verses, 
among others:

 “O ye who believe! Give of the good things which ye 
have (honourably) earned, and of the fruits of the 
earth which We have produced for you.” (Q.S. Al-
Baqarah (2): 267)

 “By no means shall ye attain righteousness unless ye 
give (freely) of that which ye love” (Q.S. Ali Imran 
(3): 92)

 “The parable of those who spend their substance in 
the way of Allah is that of a grain of corn: it grow 
seven ears, and each ear Hath a hundred grains. 
Allah giveth manifold increase to whom He please: 
And Allah care for all and He know all things”. (Q.S. 
al-Baqarah (2): 261)

The verses mentioned above describe the 
suggestion to spend in the property acquired to get 
the reward and kindness. In addition, paragraph 
261 surah al-Baqarah had mentioned reward 
doubled to be acquired and those who spend their 
substance in the way of Allah.

(b) Based on Hadist
Among the hadith that became the foundation 
and waqf proposition is the hadith that tells the 
story of Umar ibn al-Khattab when acquiring land 
in Khaibar. After he asked for instructions to the 
Propeth about the land, the Prophet recommends 
to hold the land origin and give the results 
(revenue).
Another Hadith that explains waqf is the hadith 
narrated by Imam Muslim of Abu Hurairah. The 
tradition Nas is; “If a man dies, Disconnect deeds 
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except from three sources, namely alms jariah 
(waqf), knowledge that can be taken advantage, 
and a pious child who pray.” In addition to the base 
of al-Quran and Hadith above, the scholars agree 
(ijma ‘) received a waqf as a charity are prescribed 
in Islam. No one can negate and reject the practice 
of waqf in Islam as waqf has become the practice of 
continually used and practiced by the companions 
of the Prophet and the Muslimim since the early 
days of Islam until now. In the context of the 
Indonesian state, waqf practice has been carried 
out by the Indonesian Muslim community since 
before independence. Therefore, the government 
has enacted a special law governing waqf  in 
Indonesia, namely Law No. 41 of 2004 concerning 
Waqf. To complete the Act, the government has 
issued Government Regulation number 42 of 
2006 on the Implementation of the Law number 
41 of 2004.

C. Discussion
     1. History of Waqf

In Islamic history, Waqf known since the time 
of the Prophet Muhammad as waqf is prescribed 
after the Prophet SAW Medina, in the second 
year of Hijri. There are two opinions among the 
experts that developed in Islamic jurisprudence 
(fuqaha ‘) about who was first to carry out Shari’a 
waqf. According to the majority opinion among 
the scholars said that the first to implement the 
endowment is the Prophet Muhammad is waqf 
land belonging to the Prophet’s mosque was built. 

Prophet Muhammad in the third year of the 
Hijria ever waqf seven palm groves in Medina; 
such is Grove Araf, Shafiyah, Dalal, Barqah and 
other grove. In the opinion of some scholars 
said that the first to carry out Shari’a Waqf Umar 
bin Khatab. This opinion is based on the hadith 
narrated by Ibn ‘Umar, he said: “From Ibn’ Umar, 
said:” That friend of Umar, acquire a piece of land 
at Khaibar, then Umar, overlooking the Prophet 

Muhammad to ask for directions, Umar said: “O 
Messenger of Allah SAW. I got a piece of land, I 
have not got a treasure that good, then if you say 
to me? “the Prophet Muhammad. He said: “If 
you like it, you hold (principally) the land, and 
you give (results), not sold, not donated, and not 
inherited.” Ibn Umar said: “Umar giving it (the 
management of land) to the poor people, relatives, 
slaves, sabilillah, Ibn sabil and guests. And it is not 
forbidden to those who manage (Nazhir) waqf 
meal of the results in a good way (rightly) or feed 
others by not intend to accumulate wealth “(HR.
Muslim).

In the development of waqf practice became 
more widespread during the era of Islamic rule 
after the first four caliphs. Nurhayati in his article 
titled Accounting for Sharia in Indonesia is 
excerpted from republika.co.id (2011) explained 
that during the reign of the Umayyads and 
Abbasids, everyone flocked to implement waqf. 
At that time, endowments not only for the poor 
and needy, but waqf capital to build educational 
institutions, building a library and pay the salaries 
of its staff, the salaries of teachers and scholarships 
for students and students. The enthusiasm of the 
people to the implementation of the endowment 
has attracted the attention of the state to regulate 
the management of waqf. Then in a further 
developments, the government develop waqf 
institutions. The institution is tasked to manage, 
maintain and use waqf property, both in general 
such as mosques or either individual or family.

Tauba bin Ghar al-Hadhramiy who served as a 
judge in Egypt at the time of Caliph Hisham bin 
Abdul Malik (724-743 AD) of the Umayyads, for 
example, has pioneered the management of waqf 
under the supervision of a judge. He also set a 
special registration form and offices to record and 
oversee waqf in the region.

These efforts culminated in the establishment 
of waqf office to the registration  and perform the 

controls associated with the head of the court, 
which is commonly called the “judge the judges”. 
Waqf institution is the first time carried out in the 
administration of waqf in Egypt, even in all the 
lands of Islam in those days. At that time, Judge 
Tauba establishing waqf institutions in Basrah. 
Since then the management of waqf under the 
authority of the judiciary. The existence of waqf 
institutions have also passed during the reign 
of the Abbasid dynasty. Abbasid government 
formed an organization named al-Sadr Wuquuf. 
The waqf institutions in charge of taking care of 
administrative issues and selecting management 
staff waqf institutions.

2. Waqf Today
According to Kholis (2010) in which Muslim-

majority countries such as Egypt, Algeria, Saudi 
Arabia, Kuwait, and Turkey. They long ago already 
managing waqf towards productive. In fact, in 
countries where Muslims minor, the development 
of waqf is equally productive. Singapore, for 
example, it’s waqf assets, if converted to SGD 
S $ 250 million. To manage it, the Assembly 
of Religious Islam Singapore (MUIS) made a 
subsidiary named Waqf Real Estate Singapore 
(WAREES).

What about waqf development in Indonesia as 
the largest maritime countries in the world and the 
largest Muslim population in the world? Based on 
data adapted from Indonesian Waqf Board follows 
Waqf is total assets in the form of land throughout 
Indonesia.

Table 1. Indonesia Waqf Land

NO PROVINCE SUM
CERTI-

FIED 
WAQF

UNCER-
TIFIED 
WAQF

SURFACE AREA (M2)

1 Nanggroe Aceh 
Darussalam 24,898 13,730 11,168 767,869,011.58

2 Sumatera Utara 16,280 7,761 8,519 36,035,460.00

3 Sumatera Barat 6,721 4,554 2,167 57,761,212.25

4 Sumatera Selatan 8,513 3,605 4,908 2,854,715.96

5 Riau 8,273 3,057 5,216 1,080,551,544.34

6 Jambi 5,870 4,110 1,760 14,690,497.00

7 Bengkulu 3,772 2,208 1,564 10,372,705.00

8 Lampung 14,591 8,372 6,219 22,990,814.00

9 Bangka Belitung 1,052 755 297 2,882,311.00

10 Kepulauan Riau 1,260 336 924 70,383,902.00

11 DKI Jakarta 6,317 4,383 1,934 9,588,868.67

12 D.I. Yogyakarta 7,846 7,558 288 2,651,551.00

13 Jawa Barat 74,860 45,873 28,987 116,662,017.81

14 Jawa Tengah 103,294 82,641 20,653 163,169,706.97

15 Jawa Timur 74,429 54,193 20,236 58,239,272.20

16 Banten 17,781 10,843 6,938 1,429,968,288.00

17 Bali 1,269 1,132 137 1,926,202.00

18 Kalimantan Barat 5,123 2,318 2,805 29,951,942.09

19 Kalimantan 
Tengah 2,502 1,724 778 41,316,207.71

20 Kalimantan 
Selatan 9,866 7,369 2,497 110,208,614.00

21 Kalimantan 
Timur 3,535 1,342 2,193 14,165,538.94

22 Sulawesi Utara 897 310 587 1,457,963.00

23 Sulawesi Teng-
gara 2,606 1,530 1,076 4,913,253.00

24 Sulawesi Tengah 3,197 1,874 1,323 5,782,021.00

25 Sulawesi Selatan 10,109 5,647 4,462 10,970,398.51

26 Sulawesi Barat 2,593 902 1,691 5,552,484.00

27 Papua 346 142 204 694,466.00

28 Papua Barat 338 105 233 591,117.00

29 Nusa Tenggara 
Timur 1,266 1043 223 3,848,861.00

30 Nusa Tenggara 
Barat 12,105 7,031 5,074 25,816,325.00

31 Maluku 597 270 327 5,006,359.00

32 Maluku Utara 1,562 935 627 30,223,191.00

33 Gorontalo 1,727 776 951 3,367,467.34

TOTAL 435,395 288,429 146,966 4,142,464,288

Source: Waqf Directorate of the Ministry of Religious Affairs, dated 

March 14, 2014

According to the table 1 above, Indonesia 
has assets in the form of the waqf land area of 
4,142,464,288 m2 or 414.246 hectares with a 
total proof of ownership (certificate) as much as 
435.395 pieces of which 146.966 units (33.75%) 
of them have not been certified. With the 
persistence of the waqf asset land that has not 
been certfied, it will potentially lead to conflicts 
between the heirs of the owner of the asset 
endowment (al Waqif) with asset managers waqf 
(nadzir) related to management in the future 
especially if the asset waqf of the generated 
revenue.

Waqf assets located in Indonesia mostly 
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are idle assets or unproductive assets such as 
Mosque, cemetery or simply vacant land. Of 
course with so many idle assets is of course 
empowerment of the waqf assets waqf is certainly 
very less to be able to contribute to the economies 
of Indonesia. For more details can be seen in the 
following table.

Table 2. The Utilization Asset Waqf Year 2012
No. Type of Waqf Amount (units) %

1 Worship place 258,429 77.1%

2 School 35,208 10.5%

3 Borading School (Ponpes) 9,713 2.9%

4 Place of business 2,658 0.8%

5 Cemetery 22,738 6.8%

6 Orphanage 6,647 2.0%

Total 335,393

Source: Ministry religion republic Indonesia

Most of the assets endowment in 2012 was 
shaped place of worship (mesque, Mushala or 
Surau) with the composition of 258.429 units, or 
77.1% of all assets of waqf. With waqf asset mix 
as above can be said waqf assets in Indonesia is 
far from productive. Plus the location of waqf 
assets scattered throughout Indonesia. According 
to the table 1 above where not necessarily be 
at the expanse of land, but rather scattered in 
various regions in Indonesia, both in big cities 
or in the countryside. It would be difficult for the 
Nadzhir to manage or utilize the waqf assets more 
productively.

(a)  Waqf for Education
According Syalabi, in the book At-Tarbiyah 

Al-Islamiya said, there are some popular Islamic 
institution in the world that plays a variety of 
science and development of civilization, which in 
its heyday was supported by the availability of the 
power of waqf funds, such as:

a. An-Nizhomiyah, built by Mulk Nizhomul 
a Vizier (Prime Minister) Saljuks, a 
campus complete with Mosque, library, a 

collection of books in very large numbers, 
librarians and translators. The number of 
waqf funds issued by Nizhomul Mulk to 
pay educational cost. According to Naji 
Ma’ruf around 600,000 dinars, the funds 
are enough to pay the salaries of teachers 
/ professors who taught there, and for 
scholarship students / students, including 
consumption, accommodation, clothing 
and other basic necessities. The education 
campus Nizhomiyah that exist outside 
Baghdad, also provided funds endowments 
but the numbers were smaller than in 
Baghdad.

b. An-Nuriyah Kubro, in Damascus founded 
by Nur al-Din Mahmud Zanki (563 H). 
According to the report reportage Ibn 
Jubair who paid a visit to the campus, said 
that the campus is a campus education is 
the most complete and most beautiful in 
Damascus at that time, in addition to the 
buildings studied the pupil / student, also 
dormitory building, mosque, bathrooms, 
library, home teachers, shops and 
warehouses. The campus is built on 11,500 
m2 of land, in addition to other supporting 
buildings. To finance their education needs 
are provided waqf property is quite large, 
in addition to the form of building land, as 
well as agricultural land, plantations, shops 
and others.

c. Al-Azhar in Cairo an old education that to 
this day still exist and affect the tens or even 
hundreds of thousands of students around 
the world with the level of education ranging 
S1 to S2 and open the program that many, 
started from the faculties of engineering 
and medicine to religion. According to 
reports Kasdi of his research, that now 
endowment received by Al Azhar was 
very large, which comes from two sources 

ie Egyptian goverment sources started by 
Caliph Al-Hakim bin Amrillah followed by 
subsequent caliphs. Sultan Qatiby in 1479 
who gave waqf in form 14 buildings, which 
are used to store and student dormitories 
Al Azhar, a textile factory, a farm, and 
others. Currently endowments for Al 
Azhar initiated by the Egyptian ministry of 
waqf include Construction of apartments 
and civil houses and Inclusion of stocks 
in dairies and catering Egypt, in chemical 
industries, export and import company, al-
Faisal Islamic bank development banks and 
property etc.

While in Indonesia, boarding school 
(pesantren) have large lodges that have a number 
of students up to thousands of people such as: 
PP. Ibrahim, Asembagus Situbondo, PP. Sidogiri 
Pasuruan, PP. Modern Gontor Ponorogo, PP. 
Hidayah Mubtadiin Lirboyo Kediri, PP. Tebuireng 
Jombang, PP. An-Nur Malang and others. Funds 
have strength enough money generally comes 
from endowments, such as farms, shops, fish 
ponds, restaurants, filling stations and so forth. 
Similarly, some Islamic University Private which 
has a campus wide, majestic and beautiful with 
thousands of students and manage courses of 
various levels (Diploma, S1, S2 and S3) generally 
supported by the fund endowments strong 
and productive, such as the Indonesian Islamic 
University (UII ) in Yogyakarta, Indonesia Muslim 
University (UMI) in Makassar. Yarsi University in 
Jakarta, Muhammadiyah University in Malang 
(UMM), University of Sultan Agung Semarang, 
Bandung Islamic University (UNISBA), Ibnu 
Khaldun University in Bogor and others. Most of 
these universities have large and productive assets 
such as hospitals, pharmacies, hotels, Agriculture 
and others, whose origins are driven by the Waqf 
funds.

In Jakarta there are several examples of 

educational institutions which is a blend of schools 
with madarasah / formal schools are supported by 
waqf, such as:

a. Yayasan Madrasah Ad-Da’wah, West 
Jakarta, founded by H. Muhammad Zen, 
and now continued by his son, H. Abdul 
Mubin, S.Ag, founded the Mosque and 
Madrasah building / three-story school. 
Awareness to make waqf become more 
productive is already in the Foundation’s 
intention to build Health Center, Mini 
Market, BMT, office and others. Assets 
held in the form of Waqf land area of 
approximately 10,000 m2.

b. Sirathur Rahman Foundation, in West 
Jakarta was founded by H. Osman and now 
replaced by his son, H. Ahmad Azhari with 
waqf assets of approximately 3,000 m2 has 
built a multi-storey building for the mosque 
and Islamic elementary schools and 
junior secondary, and there is still vacant 
land planned to be ground productive 
endowments to support the development 
of education.

c. Husnayain Foundation in East Jakarta, led 
by KH. Cholil Ridwan with assets donated 
land area of almost 7,000 m2, has built a 
Masjid Abu Bakar As-Siddiq, and school 
buildings are two floors, in addition to the 
existing health facilities (health clinics, 
pharmacies, cafe, kiosk, Alfamart, ATM 
and other etc). Besides, the Foundation 
also serves the consulting business of 
religion, psychology and economics Islam. 
The remaining land is still vacant will be a 
productive effort to support education and 
the propagation of Islam.

Although the majority of waqf assets still used as 
a Mosque and schools / school but the waqf assets 
for some areas have become a form of productive 
assets pharmacy, cafeteria, alfamart, BMT and so 
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Cash waqf that has been collected can be 
utilized for productive projects eg as project 
Hydroelectric Power Plant (HEPP) which are 
based on information from the players hydropower 
that investment per Megawatt (MW) was USD 
2.7 million (Rp.37.8 billion assuming Rp.14,000 
/ USD). Projects start-up without back-up by 
the company sponsor the less powerful it will be 
considered a high-risk venture in which the Bank 
will try to avoid it. If the project is funded by 
companies / institutions that are not in line with 
Islam would create a conflict of interest to another. 
This is where the role of cash waqf to provide 
financing solutions for strategic projects but with 
the status of start-up company with no conflicts 
of interest that may be counter-productive to the 
growth of the Indonesian economy.

The waqf funds may be provided on a rolling 
basis or in other words can be used by one party 
which, after the business went, the funds shall be 
returned without any interest. Furthermore, the 
funds can be given back (rolling) to other start-up 
businesses through the business running smoothly 
and then the endowment funds can be returned 
to Nadzhir and so on. Furthermore, to accelerate 
the opening of jobs and increase the economy of 
Indonesia, the company that have been assisted 
by the cash waqf can be a guarantor or back-up 
cash flow for other start-up company as well as a 
mentor. It is expected to help accelerate economic 

development for the Indonesian nation.

(c) Waqf as Finance for Strategic Business
Cash waqf funds than can be used as financing 

for business start-ups can also be used as a source 
of funds for businesses that have established 
businesses such as housing developers, the 
textile industry, agriculture, fisheries and other 
businesses that have more established. With the 
support of the cash waqf there then the business 
can obtain cheap funding sources so it certainly 
will not charge the entrepreneur. By enjoying a 
cheap source of funding it, the owner can allocate 
the revenue is supposed to pay margin / profit 
sharing to Bank Syariah into retained earnings to 
increase capital of the company. Thus, companies 
can use retained earnings to increase sales for the 
next year.

Similarly, the use of cash waqf for start-up 
companies, the use of cash waqf source of funds 
for companies already established are also free 
from conflicts of interest, the company is also 
able to run the business in accordance with the 
company’s business blue print that has been 
determined by the owner. Based on the 1945 Basic 
Law Article 33, paragraph 2 reads: “branches of 
production which are important for the State and 
who dominate are controlled by the State”. Then in 
paragraph 3 are translated into “Earth, water and 
natural resources contained therein controlled by 
the State and used for the prosperity of the people.”

According to article 33, paragraph 3 is 
positioned company is like Mining, PAM, 
PLN and others. If then firms such strategic 
(Pertamina, PAM, PLN, etc.) using the cash waqf 
firms owned strategic country will not experience 
conditions like today which is always dictated the 
government and other shareholders. Results from 
the company - a state enterprise will be used in full 
to the prosperity of the Indonesian people and not 
the interests of a group again.

are the results used to cover operating costs of the 
Mosque and Islamic boarding schools / schools. 
With such independence can make pesantren 
/ schools are free from the dependence of local 
governments so that pesantren / schools are free 
from conflict of interest because the operational 
cost boarding pesantren / schools have been 
sourced entirely from income waqf productive 
assets.

(b) Waqf for Start-Up Company
After graduating from college, the average 

person will usually find a job, including students 
receiving endowment fund by working then a 
just enough to feed themselves and their families. 
While entrepreneurship will create jobs that could 
absorb unemployment. Usually graduates of 
higher education do not have enough capital to 
create a company that is in accordance with the 
educational background, they average just had a 
brilliant idea.

The role of waqf in Indonesia should be 
further enhanced use of which is currently to 
finance schools or school. Wider use may be as a 
means to provide initial capital to the high school 
graduates to be able to establish a business in the 
appropriate fields, educational background or 
their hobbies. Without funding from endowments 
is not rare that they will be difficult to realize the 
dreams of their noble to build the project or start-
up companies that can create jobs that lead to 
improvements in the economy of Indonesia. The 
requirement for a company can apply to Bank 
Muamalat financing company one company has 
operated and experienced min. 2 years. While the 
other terms are as follows:

The Requirements for Investment Financing 
of Bank Muamalat

1. A letter of application for the financing of 
the management / board

2. TIN institutions still valid

3. The legality of the establishment and 
amendments (if any) and its endorsement

4. The licenses of business: SIUP, TDP, SKD, 
AIS and more (if needed) is still valid

5. Data board of directors and commissioners 
company

6. The financial statements of the last 2 years
7. A copy of mutations account passbook / 

statement last 6 months
8. Proof of legality assurance (SHM / SHGB / 

reg / deposit slip / etc
9. List of needs and offer evidence for the 

procurement of investment plans submitted

As for graduates of higher education who have 
recently graduated have no experience in setting 
up the business and plans to establish a business, if 
under the terms of the financing of Bank Muamalat 
can be ascertained filing a start-up company will 
be instantly rejected by Bank Muamalat. For that 
we need other sources of funding to facilitate the 
creative ideas of the graduates of higher education.

In connection with the current waqf assets 
largely shaped Pesantren, Mosque and then to 
finance working capital, start-up company sourced 
from cash waqf.

Based on the assumption of Nasution (2011) 
regarding the potential waqf in Indonesia assuming 
Muslims are willing to pay endowments are some 
10 million people with an average income ranged 
from Rp.500,000, - sd Rp.10,000,000, - / per month 
then it will accumulated cash waqf minimum of 
Rp.3 trillion / year, as the following table:
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D. Conclusions and Recommendations
Indonesia has a lot of waqf assets that are 

scattered throughout the archipelago, both 
located in the urban areas to the rural areas. But 
unfortunately there is still an waqf asset that are 
still not freehold title (SHM) so may cause conflicts 
between Nadzhir as the receiver of the mandate of 
Wakif with the heirs of the asset.

Waqf assets currently still largely shaped 
Mosque and Islamic Boarding School / school 
even though the waqf assets are also built into 
the canteen, mini market or productive business. 
However, revenue generated from the waqf assets 
is only sufficient for operational purposes Mosque 
and Islamic Boarding School / School in waqf 
asset.

Waqf actually not only  in the form of land or 
building assets, it can also take the form of cash or 
cash waqf familiar with. Cash waqf funds collected 
can be used as initial capital for the high school 
alumni can create jobs by opening a start-up 
company that is labor-intensive. At the next stage 
start-up company that has produced the waqf can 
refund to be given back to other start-up company 
(revolving fund). In addition to start-up company, 
cash waqf also could be an additional capital for 
companies already established or even state-
owned enterprises that dominate the life of many 
(ideally) like-PAM, PLN, Telkom, Pertamina and 
others. By using the waqf fund start-up company 
and state-owned strategic enterprise can run a 
business that is free from conflicts of interest that 
are expected to pro to the people of Indonesia that 
could ultimately the welfare of society and the 
economy of Indonesia.

Of the empowerment of waqf is great homework 
for all elements of Indonesia as the country with the 
largest Muslim population in the world. Without 
the participation of the President, Parliament, 
Ministry of Religious Affairs empowerment waqf, 
Indonesian Waqf Board, Wakif, Nadzhir and the 

role of Indonesian society in general of course 
empowerment of assets and cash waqf will benefit 
only Islamic education that can only be enjoyed by 
most people only. If in the future there is a waqf ’s 
empowerment project in the form of assets or 
in the form of cash waqf and do research, it will 
be seen directly influence the role of waqf assets 
and the cash waqf in improving the Indonesian 
Economy.
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Abstract

Waqf represents religious commitment, economic stimulus, philanthropist mechanism, and 
also social unity thrust or force in any Muslim society in a Muslim or non Muslim country. 
This paper evaluates a special co-operative social philanthropist scheme known as infaq 
lil-waqf which provides opportunities for co-operative society to contribute employing the 
concept of waqf or Islamic endowment. The most important goal of the waqf product is 
to raise fund for projects that will enhance socio-economic status of cooperative as well 
as the general members of society. To achieve this goal, a special unit known as infaq lil 
waqf was established under National Co-Operative Movement of Malaysia (Angkasa). The 
participation from the co-operative society in Malaysia is very impressive. It has ventured 
into widen horizon of co-operative activities including business, education, welfare, health, 
real estate and Rest and Recreation Area. The benefit reaches beyond the members of the 
cooperative but the general public, Muslim and non Muslim alike. The Annual Report for 
Angkasa records a very promising and encouraging result of the scheme. As it is successful at 
national level, the scheme is also potential to be expanded at international level.

Key words: waqf, infaq lil waqf, cooperative society, Angkasa

A. Introduction
Waqf  has been recognised as one of the 

potential economic sectors to generate the 
third sector economy especially for the Muslim 
(Mohamad Haneef M.A and Mohd Arshad, M.N, 
2016; Sait, S. and Lim, H., 2006). The institution of 
waqf  is a perpetual charity institution in Islam. The 
Muslims’ history shows the existence of various 
waqf activities endeavoured by the early pious 
Muslims to help their fellow brothers, Muslim 
and non Muslim as well as other God’s creation 
in the earth (Sait, S. and Lim, H., 2006). In today’s 
world, the spirit in doing charity remains but it is 
said that it decreases in volumes, strategies and 
creativity as compared to contribution made by 
the earlier generation of Islam. Acknowledging 
this phenomenom, Malaysia has continuously 
worked towards enhancing the mechanism to 
move waqf as not only religious institution but a 
branch of economic initiative strategies.

Infaq lil waqf  was launched on 15th August 
2011 under ANGKASA.1 ANGKASA is an apex 
co-operative recognized by the government to 
represent the Malaysia Co-operative movement 
nationally and internationally. The scheme is 
closely monitored by a special body called Hisbah 
1. ANGKASA was proposed in 1966 based on the First Co-operative 

Congress with the goal to establish a national cooperative union. The 
aim was to unite all the co-operatives in Malaysia under one federation 
for cooperatives. On 12 May 1971, Angkatan Kerjasama Kebangsaan 
Malaysia Berhad (ANGKASA) was officially registered as the national 
union as a result from the Second Co-operative Congress. ANGKASA has 
played the role as the apex of cooperatives for the Malaysian cooperative 
movement. With the approval of the new Cooperative Act in 1993, 
ANGKASA was formally recognized by the government of Malaysia to 
represent the co-operative movement nationally and internationally. 
ANGKASA carries out its core service which is providing salary deduction 
service to the government servants, co-operatives statutory bodies, clubs, 
school co-operatives, unions and GLC companies. There are currently 
more than 12,000 co-operatives and over 7.5 million co-operators under 
the  stewardship of ANGKASA. ANGKASA earns these roles with the 
objectives, namely:

• To unite and represent co-operators in Malaysia at national and 
international level

• To stimulate and develop the co-operatives business by identifying new 
business areas while developing and strengthening existing business to 
create a national and international network

• To increase the understanding and practices of co-operative values and 
principles aligned with ILO Recommendation 193 which recognize 
co-operatives as a tool for economic and social development of the 
community.

Committee for Scheme of Infaq lil-Waqf. The 
program is intended to provide opportunity for 
co-operatives to contribute with the concept 
of endowment. Contributors who are the co-
operative members or the co-operative itself are 
encouraged to contribute gradually or lump sum 
within the stipulated time period. The benefits 
reach certain specified beneficiaries among the 
co-operative society as well as the general public.

B. Definiton of Infaq Lil Waqf
Infaq lil waqf in this context, refers to the 

collective contribution of cash waqf (jama’ei) or 
smart sharing of manfa’ah through sustainable 
contribution of donation  for the purpose of waqf 
in the name of Allah in order:

a. To get close to Allah, the Sustainer;
b. To seek the blessing of Allah swt;and
c. Seeking forgiveness from Him, and hope 

for His paradise (jannah)
The fund raised in the above scheme shall be 

converted into permanent property (ain mauquf) 
in which the benefit of the property (manfa’ah) 
shall be utilised for the public according to the 
intention of the donors (waqif) based on the ‘aqad 
of waqf. 

C. The Objective of Infaq Lil- Waqf Scheme
The main purpose of the scheme is to 

encourage co-operative to jointly involve in social 
philanthropic activities to benefit the community 
(ummah) through a more sustainable and 
permanent scheme of donation (sadaqah jariah) 
called waqf 2  (Islamic endowment). The main 
focus is to raise funds for projects or programs 
that will enhance socio-economic status of co-
operatives and their members.
2 Waqf  is an Arabic word from the root word ‘waqafa’ which means to 

stop. There are various types of waqf; waqf  khas (special waqf), waqf 
am or waqf  khairi (general waqf), or waqf dhurri (family waqf). Waqf 
may involve movable and movable properties such as money, transports, 
carpets, etc). See Section 2 of Administration of Islamic Law Kelantan, 
n02/1994, section 2 Wakaf (Perak) Enactment 2015.
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D. Legal Framework for Waqf
Malaysia is a Federal-States country. There is 

a clear demarcation of power between state and 
federal in certain matters including Islam, land and 
adat. Since waqf is a matter falls under  Islam and 
Islam is in the State List (List 2, Schedule Ninth) 
as provided in the Federal Constitution 1957, any 
decision related to the matter must be endorsed 
by the highest state authority. Article 74(2) of the 
Federal Constitution gives power to the States to 
enact state own laws. The highest agency dealing 
with Islam in a state in Malaysia is called the State 
Islamic Religious Council (SIRC) led by the Sultan 
or the King of the State. There are several laws 
that governed the administration and governance 
of waqf. Some states 3such as Selangor, Perak, 
Negeri Sembilan and Melaka have specifically 
enacted a special waqf enactment which detailing 
the creation of waqf, the main elements to create 
waqf such as mawquf ‘alaih, the right of waqif (the 
donor), registration of waqf with the SIRC, istibdal 
(replacement or exchange of waqf properties), the 
power of the Majlis (SIRC), the appointment of the 
Registrar of Waqf, establishment of Waqf Fund and 
the general provision on waqf. Most importantly, 
the enactments in all states shall provide that the 
SIRC is the sole mutawalli ( trustee) for waqf. Being 
the sole mutawalli, the SIRC has a role to manage 
and develop waqf properties and also to decide 
on how the benefit (manfa’ah) of the properties 
to be distributed to the deserving grantees and 
decide on the best mechanism to achieve the best 
benefits.4 

E. Institutional Framework
The highest body to administer and manage 

3  Administration of Islamic Law (Federal Territories)  Act 1993 (Act 
505);Wakaf (State of Selangor) Enactment 1999 (No 7 Year 1999), Wakaf 
(State of Melaka) Enactment 2005; Wakaf Enactment (Negeri Sembilan) 
2005, Wakaf Enactment (State of Perak) 2015.

4 Secton 32 of the Wakaf (State of Selangor) Enactment 1999

waqf  in Malaysia is the SIRCs.5  In some of the 
states, matters pertaining to waqf  are dealt with 
under two different departments or units known 
as Zakat and Baitul Mal Unit or State Waqf  Share 
Unit. The Waqf  Enactment as in the case or the 
Administration of Islamic Law Enactment for 
some states has clearly provided that the SIRC is 
the sole trustee (mutawalli) for waqf.  Being the 
highest body, the SIRC determines the roles and 
how the SIRC shall function in matters on waqf. 
The word “sole” has created a considerable number 
of issues and has been associated with many factors 
that contribute to the slow development of waqf in 
Malaysia .6 Lack of professionalism, lack of staff as 
well as mismanagement among the mutawallis are 
the common factors identified in many studies on 
waqf.7

Among the identified functions of the sole 
mutawalli are:

a. To esnure all waqif who reside in the state 
may create waqf of any properties in and 
outside the states;

b. SIRC will take the necessary steps to ensure 
all waqf  land or to be waqf land to be 
registered under SIRC;

c. All waqf  land must be registered with the 
approval from the Land Administrator;

d. Waqf  properties which lack intention of 
it’s creation must be put under the General 
Khairat Fund;

e. All documents or contract on waqf  
properties shall be kept by SIRC. SIRC 
must exert itself to manage waqf  property 
with professionalism and diligent. As such, 

5 Ibid. See also, Nor Asiah M., Sharifah Zubaidah S.A.K and Zuraidah 
A., (2012), Waqf Lands and Challenges from the Legal Perspective 
in Malaysia, paper presented in IIUM-Toyo Joint Symposium 2012. 
Sustainable Built Environment: lesson learned from Malaysia and Japan.

6 Che Zurina I, Nor Jana S. and  Nor Hawanees M H, (2015) 
“Adminsitration and Management of Waqf Land in Malaysia: Issues and 
Solution”,  Mediterranean Journal of Social Sciences 6 (4) July 2015.

7 Siti Aishah, H. and Rusnadewi A.R. 2015, “Towards Improvement of 
the Rights and Duties of Mutawalli and Nazir in the Management and 
Administration of Waqf Assets “, Proceeding of IDMAC2015, https://
www.researchgate.net/publication/303406706

the authority has also issued circulars and 
guidelines on waqf  administration and 
management for the staff as well as the 
donor (waqif). 

F. Modus Operandi
1. Internal governance of Infaq lil Waqf of 

ANGKASA
ANGKASA is a cooperative society governed 

and monitored by the Commissioner of 
Cooperative Malaysia. Infaq lil Waqf  is a scheme 
based on cash waqf.8 In this case, the mutawalli 
or the agent or nazir will collect money from the 
donors on the basis of waqf and convert the money 
into a permanent or real asset which is inalienable, 
in perpetuity and cannot be passed to the kins of 
the donors. ANGKASA is a co-operative body was 
an idea initiated by the late Professor Emeritus 
Ungku Aziz from the University of Malaya. The 
introduction of cash waqf known as infaq lil waqf 
falls in line with ANGKASA main role to carry 
out its core service to provide salary deduction 
service to the government servants, co-operatives 
statutory bodies, clubs, school co-operatives, 
unions and GLC companies. The highest authority 
in ANGKASA is the President of ANGKASA 
assisted by the Deputy President and  four (4) 
Vice Presidents. ANGKASA has also established 
its own Shariah Management and Development 
Division  to ensure Shariah services applied by 
co-operatives in particular and society in general. 
Infaq lil Waqf is a breed of the Shariah initiative 
under this division.

Among the responsibilities of the division are:
• To perform duty as representative of co-

operative zakat collection in collaboration 
with the State Islamic Religious Council 
/ State Zakat Central and to distribute 

8  It means “the devotion of an amount of money by a founder and the 
dedication n of its usufruct in perpetuity to the prescript purposes” 
(Magda Ismail Abdel Mohsin, 2008, P.4) Council Fatwa Malaysia has

ANGKASA business as decided by the 
National Working Committee.

• To collect, coordinate and administer 
ANGKASA Infaq Lil-Waqf funds.

• To implement ANGKASA Tahayyu ‘Lil-
Haj program.

• To ensure that ANGKASA and its member 
transaction activity to comply with Shariah 
requirements.

• The Syariah Committee is supervised 
by the Malaysia Co-Operative Societies 
Commission through its Guidelines on 
Syariah matters.

2. ANGKASA as Mutawalli
Mutawalli refers to individual or agency which 

has been entrusted to manage waqf property, in 
cash or in kind based on the principles of Shariah. 
In Malaysia, there are three important terms to 
indicate a similar role assigned to the appointed 
individual or agency, namely, mutawalli,  nazir 
and wakalah. In Malaysia, the Waqf Enactment 
of some states and the Administration of the 
Islamic Law Enactments have declared the State 
Islamic Religious Council as the sole trustee or the 
Mutawalli for all waqf created within the particular 
state jurisdictions.9  As such, awqaf created within 
that state will need to be registered with the State 
Islamic Religious Council (SIRC). Thus, it is 
the duty of the body to manage and administer 
the property. In an occassion where the waqif 
(endower or donor) may appoint any individual 
or body as his waqf administrator (mutawalli/
nazir), the waqif or the administrator must seek 
approval or letter of appointment as mutawalli or 
nazir from the SIRC.

9 The Malaysian Federal Constitution has identified matters pertaining to 
Islam, including waqf under the State List, Ninth Schedule.
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3. Modes of Contribution
ANGKASA has taken various proactive 

approaches in reaching it’s target group. Since its 
official launching in 2011, ANGKASA through 
its Shariah Management and Development 
Division has rigorously reached the members of 
ANGKASA from various branches to make special 
briefing on the new scheme. Apart from normal 
training and awareness sessions to its members, 
they have also move in tandem with the current 
generation media. At present, the cooperative 
and its members as well as the general public can 
contribute via several means namely:

a. Salary deduction; either through 
employer’s salary deduction (ANGKASA) 
or salary deduction for ANGKASA (BPA). 
ANGKASA has developed a system 
where deduction of co-operatives and 
other organisations are managed through 
a channel to facilitate members’ salary 
deductions.  The deduction specifically 
will be processed by the departments’ 
concerned either private employers or the 
government agencies. 

b. CIMB Clicks which promotes the concept 
of charities online is an easy and quick 
manner; and a FB Page “Donate Now” 
which is available through Facebook (FB) 
account;

c. Cheque, Postal Order, or cash contribution 

by filling up a form are acceptable and 
certificate will be issued;

d. Subscription through magazine such as 
Solusi, GenQ and Al-Ustaz where 20% 
of the payment for the magazine will be 
channelled for Infaq lil Waqf. 

e. The donors will fill in a specified form which 
includes an ‘aqd (declaration of willingness) 
to indicate his willingness to participate in 
infaq lil waqf. The contribution or donation 
shall go to a special account which is subject 
to periodical audit check by the management 
of ANGKASA. The management of Infaq 
lil Waqf will identify specific projects 
to benefit from the collection. After the 
project is ready and completed, ANGKASA 
or the management of Infaq lil Waqf will 
transfer the property identified as waqf to 
the SIRC being the sole trustee oversees 
waqf in Malaysia. Nevertheless, most of 
waqf agencies will negotiate with SIRC to 
continue managing waqf property either as 
mutawalli or nazir or agent of the property 
(Infaq lil Waqf Rules and Regulation). 

4. Distribution of Benefit
The management of ANGKASA has identified 

the great potential of ANGKASA to be involved in 
contributing to the welfare of the ummah through 
its corporate social responsibility. In fact, the belief 
of Islam and its concept of barakah (blessing) in 
giving and helping others has triggered a serious 
discussion and plan for a sustainable scheme later 
known as infaq lil waqf.

 The benefits of Infaq Lil- Waqf can be enjoyed 
by all co-operative members and society in 
general. It will be used for a variety of activities 
that do not conflict with Islamic law. ANGKASA 
and co-operatives as well as the general public 
shall reap the benefit of Infaq Lil- Waqf such as:

• Create co-operative business centre

• Establish accommodation service ( Co-
operative Rest House )

• Provide nursing home and protection to 
those in need

• Establish educational institution
• Establish Dialysis Centre and smart 

partnership with hospital to supply dialysis 
machine

The list of activities are closely monitored by the 
Hisbah for Infaq lil Waqf Committee consisting of 
experts from various field ranging from experts 
in Fiqh (islamic jurisprudence) and Islamic 
law, Islamic banking, economist and others. At 
the moment there are six (6) members in the 
Committee and ANGKASA top management 
has the right to appoint other members when 
necessary. The list of current activities may need 
to be improved from times to times to meet the 
needs of the society. For example, education may 
also include research and experts in-puts in order 
to address various major issues revolving around 
waqf  land in general. At the moment, there is no 
exact figures of waqf  land which the information 
are still raw in the field.  Smart partnership with 
SIRCs is vital to address some common issues on 
waqf.

Being an agency with a most secured 
contribution for waqf, ANGKASA can 
move towards energising more waqf project 
channeled through their co-operatives members. 
Sustainability is an issue in waqf management 
either for donation or maintenance.

ANGKASA through the Infaq lil Waqf scheme 
may help in providing training to add skills and 
create life long learning opportunities for the 
members.

G. Challenges and Moving Forward for Infaq lil 
Waqf
The introduction of the scheme by ANGKASA 

is not without challenges. Awareness among 
the top management and the staff as well as the 
co-operative members hampered the move of 
the scheme at the very beginning. Gradual and 
consistent efforts prove fruitful. 

The legal provision which gives the sole power 
as waqf  trustee to SIRC has added a challenge for 
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Infaq lil Waqf management in terms of beaurocracy 
and times constraint. The first step is to get the 
approval to be the agent to collect waqf fund from 
the members of ANGKASA. ANGKASA needs to 
be formally appointed either as mutawalli or nazir 
or the agent (concept of wakalah). Another hurdle 
is to seek for approval from the Malaysia Co-
Operative Societies Commission (Suruhanjaya 
Koperasi Malaysia, (SKM)) the main regulator for 
all co-operative activities in Malaysia. An approval 
was obtained from the Majlis Agama Islam 
Selangor (MAIS) (SIRC) on 3 December 201010  
and permission to operate was obtained from the 
Malaysia Co-operative Societies Commission11  
(SKM) on 5 January 2011 .12

At the national level, there is no clear law to 
sufficiently govern the powers and the roles of the 
mutawalli, nazir or issuance of wakalah. The roles 
of mutawalli as the sole trustee has been excluded 
from the Trustee Act 1949 which has its origin 
under the English law. Hence, the role of State 
Islamic Religious Council (SIRC) as the sole trustee 
of waqf especially in relation to immoveable waqf 
has been questioned by many quarters with regard 
to their efficiency and ability to maximise the use 
of waqf properties. 

In fact, the difficulty in getting the approval 
to act as a mutawalli for certain waqf projects 
has been associated with the slow development 
of waqf in general. The stand of the SIRC to 
carefully appoint mutawalli or nazir goes back to 
the increase  number of cases of breach or trust 
property, fraud, monopoly and disputes involving 
various types of waqf, waqf khairi (general public 
waqf) or waqf dhurri (family waqf). In this 
respect, it  is most wlecomed that waqf initiative 
to be introduced by successful agencies such as 
co-operative societies, banks, takaful  companies 
10 Letter no (94) MAIS/E/MAL/01/007/09
11 It is an agency under the Ministry of Trade, Co-Operative and 

Consumerism Malaysia.
12 Letter with reference  no.SKM.IP (UU) 2622 Vol. 9(44).

or any education institutions. In addition to the 
pre-equipped infrastruture, professional and well 
experienced staff, and good reputation, such waqf 
initiative can be operated at a very low cost with 
maximum benefit to the public. The issuance of 
wakalah to any agent to act as the manager or 
collector of waqf fund or properties are subject 
to the contractual terms itemised in the letter of 
appointment of the wakil. As such, the wakalah 
document must clearly provide for the duties and 
roles of the wakil.

The SIRC can share the burden in managing 
waqf property by having more smart partnership 
with various agencies such as ANGKASA by 
giving them full fledge authority as the mutawalli 
or nazir of waqf property. The role of SIRC as 
the sole trustee or mutawalli is to monitor any 
wrongful acts done by the appointed nazir or 
mutawalli based on complaints from the waqif or 
beneficiaries and through self-checked initiative 
by the SIRCs.

One of the common complaints arising from 
the lack of having comprehensive law on waqf 
relates to registration of waqf land and to have 
the land be registered under the name of the SIRC 
being the sole trustee of waqf properties.  Hence, 
if a waqif intended to create waqf for his land to 
be used as madrasa, it is the duty of the waqif 
to register with the SIRC in his state. All waqf 
properties needs to be registered and transfered to 
SIRC. The SIRC as the sole mutawalli will have a 
few options to manage the properties. SIRC may 
decide to personally manage the waqf properties 
or may appoint a specific body or agency to act 
as a mutawalli or nazir for the properties under 
the purview of the SIRC. In a case involving waqf 
land,13  the registration of waqf land is subject to 
the law and procedures under the National Land 
Code 1965 (the NLC). 14 One of the mechanism 
13 land includes buildings or permanent structures on waqf land, Section 5 

of the National Land Code 1965.
14 See for example, Section 214, sections 416 as well as sections

under the NLC is to transfer the land into the name 
of the SIRC which roles must be read together 
with the Waqf Enactment or the Administration 
of Islamic Law Enactment in every state.

The most common challenge to any waqf 
activities is to maintain the collection from the 
donors. On this premise, Infaq lil Waqf scheme is 
of an advantage. Easy and friendly scheme together 
with monthly contribution by the registered 
cooperative members as well as corporate members 
among the co-operatives ensures sustainable 
income, making plan for waqf project more viable 
and certain. The projection for the collection is 
consistent since its first introduction. In addition, 
the staff managing infaq lil waqf is committed is 
promoting the scheme assisted by other means of 
education. Obviously, educating the members on 
the benefits of the scheme is important especially 
ANGKASA is a body comprised of muslim and 
non-Muslim membership.

The effort made by ANGKASA to introduce 
infaq lil waqf is an alternative to create waqf over a 
specific fund and enter an agreement with the SIRC 
where the SIRC then appoints the ANGKASA as 
the manager of such fund (‘muttawali ’). In this 
way, the manager (mutawalli) has more freedom 
to decide on how the funds are to be used to 
further the intention stipulated in the waqf deed 
(‘aqd). The issue is Infaq lil Waqf Fund is yet to 
meet the qualification to get  tax exemption. In 
fact, the overall issue on tax exemption for waqf 
fund is still unclear. The provisions in the Income 
Tax Act 1967, presently, only give exemptions 
for funds for religious purposes and trusts under 
double taxation. Nevertheless, some promotions 
on waqf come with the promise that the endower 
will get tax exemption. In this respect, more 
discussion should be engaged between SIRCs, 
waqf managers such banks or co-operative and 
and Inland Revenue Department to look at the 
best mechanism to make waqf as part of ‘religious 

purpose’ thus qualify for tax exemption under s 
44(6) of the Income Tax Act 1967. A researcher 
proposed a few strategies to be implemented if a 
waqf institution is to be incentivized:- 15

a. Granting of tax-approved status to 
incorporated public-benefit waqf under section 
44 (6) of the Income Tax Act 1967 . Thus, any 
waqf agency should be able to prove that its 
constitutional documents provide that a certain 
minimum percentage of its annual income 
(such as the current requirements of the IRD of 
50%) should be used towards public purposes, 
such as  education, health, religion, community 
development, economic advancement, poor relief, 
human assistance and any other purposes as may 
be considered “public benefit”; 

b. The waqf  must meet a certain pay-out 
rate (in the United States, it is an annual 5% of the 
value of foundation assets each year) to its stated 
public purposes perhaps allowing for a minimum 
number of years of operations to accumulate 
capital before the payout requirements must be 
met. Thus, the state policy towards accumulation 
of assets and/or cash by the waqf to be balanced 
against the redistributive expectations for the 
waqf will have to be studied carefully;

c. Full deductibility from taxable income for 
the donations or endowments made to all public-
benefit awqaf. Alternatively, the more expensive 
(to the state) but equitable tax credit for the value 
donated, may be considered. The maximum ceiling 
of allowable deductions may be raised from the 
current 7-10% to 20-30% of aggregate income to 
encourage giving;

d. The form of donations allowed should be 
expanded to land, traded company shares and 
any other form of valuable assets and a formula 
for valuing these contributions should be decided 

15 Alias T.A., (undated), “Tax Laws Affecting The Waqf In Malaysia: A 
Comparison with The United States And Turkey”, available at http://
www.academia.edu/1101187/Awqaf_tax_laws, retrieved on 23rd 
October 2016.
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upon (perhaps valued at cost to the donor). 
e. All business income earned and investment 

income of tax approved awqaf operating facilities 
such as hospitals and clinics, universities, research 
institutes, schools and such like, provided a 
minimum of 85% of its income are used towards 
its stated purposes i.e. operating the facilities, 
should be completely tax exempt;

f. Business income not related to the purposes 
for which the waqf was established should be 
subjected to normal corporate taxes, and business 
income of subsidiaries wholly owned by the waqf 
which are substantially connected to the purposes 
of the waqf should be completely exempted;

g. In the case of cash awqaf, where the 
primary form of income in most instances would 
be investment income, the draftsman should 
reduce the tax rate to perhaps 15% instead of the 
current 26%, or even abolish it altogether for the 
public-benefit cash awqaf  (in particular a public-
benefit waqf operating facilities);

h. Certain rules on expenditure, prohibition 
against self dealing and private inurement, 
payout and restricting certain activities involving 
advocacy in favour of certain legislation or political 
parties should be established;

i. Government service taxes and sales taxes 
on goods and services produced by awqaf as well 
as State and municipal laws imposing quit rent on 
land and assessment rates on buildings owned by 
waqf should be reviewed.

With tax incentives, more waqf especially 
waqf corporate may appear.  Without which, 
more agencies will work towards establishing 
foundation or charitable organizations, which lack 
the ‘waqf values’ as promised by Allah swt. 16 

16  Al Quran Al Baqarah (2): 261; Al Baqarah:272; Al Imran (3): 92; Huud 
(11):61;  Rasulullah (pbuh) in a celebrated hadith said to Umar as regard 
to his land in Khaybar. Rasulullah (pbuh) said “ When the son of Adam 
dies, all his good deeds come to an end except three: ongoing charity, 
knowledge from which others may benefit, and a righteous son who will 
pray for him”, Sahih Muslim 9, n Sahih Muslim’s Book of Bequest (Kitab 
al Wasiyya) Book 13, Chapter 5.

ANGKASA also initiated various educational 
visit involving the SIRC as well as other agencies 
which have recorded success stories on waqf 
scheme to view for smart partnership. Nonetheless, 
there is also smart partnership dilemma in waqf 
conundrum. SIRCs in many occassions seek 
partners to provide fund to develop waqf land, but 
the partners may not have trust in them or vice 
versa. For example, ANGKASA is willing to park 
part of the fund to help develop waqf land with the 
SIRCs, but the SIRCs may not have the expertise 
and lack manpower to engage in such a project 
meeting the professionalism determined by the 
waqf fund provider. The conundrum seems to 
persist. ANGKASA is committed to improve their 
contribution to the society especially through its 
Infaq lil Waqf project. It aims to take part in social 
and philanthropic activites in other countries. As 
such, ANGKASA is very proactive in participating 
in co-operative activities and organisation at the 
international level.

H. Conclusion
The efforts towards improving the mechanism 

of waqf  management and governance is welcomed. 
The introduction of specific laws dealing with 
waqf will help to guide the working as well as the 
jurisdiction of every agency dealing with waqf. 
ANGKASA has walked on the right track within 
the legal and institutional framework in Malaysia 
in establishing a platform for promoting social 
philanthropic third sector economy through its 
infaq lil waqf scheme. The establishment of the 
Shariah Board Committee at the ANGKASA 
management level and the Hisbah  Infaq Lil Waqf 
Committee to specifically oversee the policies, 
procedures and activities of the scheme would 
increase trust in waqf administration in general. 
Addressing smart partnership and tax exemption 
would certainly add value to the present strategies 
for infaq lil waqf.
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