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  Average Annual Total Return   

For the Periods Ended December 31, 2020   

      

   Azzad Ethical Fund Russell MidCap Growth Index 

Six Months  24.05% 30.18% 

1 Year  30.42% 35.59% 

3 Year  17.93% 20.50% 

5 Year  15.67% 18.66% 

10 Year  12.02% 15.05% 

Since Inception (1) 7.14% 9.42% 

 
(1) December 22, 2000.  
 

The performance quoted represents past performance, which does not guarantee future results. The investment 

return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth 

more or less than their original cost.  The returns shown do not reflect a deduction of taxes that a shareholder would pay 

on Ethical Fund distributions or the redemption of Ethical Fund shares.  Current performance of the Ethical Fund may 

be lower or higher than the performance quoted.  The Ethical Fund’s investment objectives, risks, charges and expenses 

must be considered carefully before investing. The total annual operating expenses, before any fees waived, were 

1.15% for the Ethical Fund per the prospectus that was filed on January 27, 2021.  Performance data current to the most 

recent month end may be obtained by calling 1-888-350-3369.  

 

The Russell Midcap Growth Index measures the performance of the mid-cap growth segment of the U.S. equity 

universe. It includes those Russell Midcap Index companies with higher price-to-book ratios and higher forecasted 

growth values.  The Russell Midcap Growth Index is constructed to provide a comprehensive and unbiased 

barometer of the mid-cap growth market. The Index is completely reconstituted annually to ensure larger stocks do 

not distort the performance and characteristics of the true mid-cap growth market. 

 

Return figures reflect any change in price per share and assume the reinvestment of all distributions. 

 

Cumulative Performance Comparison $10,000 Investment Since Inception 

 
 

This chart assumes an initial investment of $10,000 made on 12/22/2000 (commencement of 

operations).  Total return is based on the net change in net asset value (“NAV”) and assuming 

reinvestment of all dividends and other distributions. Performance figures represent past 

performance which is not predictive of future performance.   Investment return and principal value 

will fluctuate so that your shares, when redeemed, may be worth more or less than their original cost.   
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 Average Annual Total Return   

For the Periods Ended December 31, 2020   

        

    Azzad Wise Capital Fund 

ICE BofAML US Corp&Govt 1-3 Yr 

Index 

Six Months   3.09% 0.50% 

1 Year   3.52% 3.34% 

3 Year   2.93% 3.01% 

5 Year   2.57% 2.23% 

10 Year  2.33% 1.63% 

Since Inception (1) 2.21% 1.69% 

(1) April 6, 2010 

 

The performance quoted represents past performance, which does not guarantee future results. The 

investment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, 

may be worth more or less than their original cost.  The returns shown do not reflect a deduction of taxes that a 

shareholder would pay on Wise Fund distributions or the redemption of Wise Fund shares.  Current performance of 

the Wise Fund may be lower or higher than the performance quoted.  The Wise Fund’s investment objectives, 

risks, charges and expenses must be considered carefully before investing.  The total annual operating expenses, 

before any fees waived, were 1.42% for the Wise Fund per the prospectus that was filed on January 27, 2021.  

Performance data current to the most recent month end may be obtained by calling 1-888-350-3369.  

 

The ICE BofAML US Corp&Gov’t 1-3 Yr Index is comprised of short-term bond funds having durations between 

one and three and half years, thus making them attractive to fairly conservative investors. These funds invest in a 

variety of bonds, from the most creditworthy, such as Treasury bonds, to mortgages and corporations. On rare 

occasions, they may even invest in more speculative high-yield and emerging-markets debt. 

 

Return figures reflect any change in price per share and assume the reinvestment of all distributions. 

 

Cumulative Performance Comparison $10,000 Investment Since Inception 

 
 

This chart assumes an initial investment of $10,000 made on 4/6/2010 (commencement of operations).  Total 

return is based on the net change in net asset value (“NAV”) and assuming reinvestment of all dividends and other 

distributions. Performance figures represent past performance which is not predictive of future performance.   

Investment return and principal value will fluctuate so that your shares, when redeemed, may be worth more or less 

than their original cost. 
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The following chart gives a visual breakdown of the Ethical Fund by the industry sectors 

the underlying securities represent as a percentage of the portfolio of investments. 

 
 

The following chart gives a visual breakdown of the Ethical Fund by the industry sectors 

the underlying securities represent as a percentage of the net assets. 

 
 

Sectors are based on Morningstar® classifications. 

Portfolio allocations are subject to change.  
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 The following chart gives a visual breakdown of the Wise Fund by the security types the 

underlying securities represent as a percentage of the portfolio of investments. 

 
 

The following chart gives a visual breakdown of the Wise Fund by the security types the 

underlying securities represent as a percentage of net assets. 

 
 

Sectors are based on Morningstar® classifications. 

Portfolio allocations are subject to change. 
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 Shares   Value 
    

COMMON STOCKS - 93.31%  
    
Agricultural Chemicals - 0.83%  

5,151  The Scotts Miracle-Gro Co. $     1,025,770 
    

Apparel & Other Finished Products of Fabrics & Similar Material - 1.46%  
20,186  Canada Goos Holdings, Inc. (Canada) * 600,937 

3,431  Lululemon Athletica, Inc. (Canada) * 1,194,091 

   1,795,028 

Auto Controls for Regulating Residential & Commercial Environment - 0.39%  
3,266  Trane Technologies PLC (Ireland) 474,093 

    
Biological Products (No Diagnostic Substances) - 2.47%  

4,239  Bio-Techne Corp. 1,346,094 

9,629  Seattle Genetics, Inc. * 1,686,423 

   3,032,517 

Computer Communications Equipment - 0.82%  
3,473  Arista Networks, Inc. * 1,009,150 

    
Computer Peripheral Equipment - 1.71%  

5,931  Palo Alto Networks, Inc. * 2,107,818 
    

Electrical Work - 1.83%  
31,200  Quanta Services, Inc.        2,247,024 

    
Electromedical & Electrotherapeutic Apparatus - 1.49%  

6,827  Masimo Corp. * 1,832,230 
    

Electronic Components & Accessories - 0.77%  
4,099  Universal Display Corp. 941,950 

    
Electronic Connectors - 1.64%  

15,391  Amphenol Corp. Class A 2,012,681 
    

General Industrial Machinery & Equipment - 1.14%  
3,652  Zebra Technologies Corp. Class A * 1,403,573 

    
Household Appliances - 0.35%  

7,937  Smith A O Corp. 435,106 
    

Industrial Instruments for Measurement, Display & Control - 1.83%  
7,232  Cognex Corp.  580,621 

12,615  Keysight Technologies, Inc. * 1,666,315 

   2,246,936 

Instruments for Measuring & Testing of Electricity & Electric Signals - 2.69%  
27,625  Teradyne, Inc. 3,311,961 
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Shares   Value 
    

Laboratory Analytical Instruments - 2.16%  
3,961  10X Genomics, Inc. Class A * $        560,878 

12,614  Agilent Technologies, Inc. 1,494,633 

4,012  Coherent, Inc. * 601,880 

   2,657,391 

Lumber & Wood Products (No Furniture) - 1.01%  
14,888  Trex Co., Inc. *       1,246,423 

    
Men's & Boys' Furnishings, Work Clothing, & Allied Garments - 0.50%  

1,753  Cintas Corp.          619,615 
    
Ophthalmic Goods - 0.59%  

15,937  National Vision Holdings, Inc. * 721,787 
    

Optical Instruments & Lenses - 2.36%  
11,187  KLA Tencor Corp.  2,896,426 

    
Orthopedic, Prosthetic & Surgical Appliances & Supplies - 2.75%  

457  Align Technology, Inc. *          244,212 

20,539  Edwards Lifesciences Corp. *     1,873,773 

1,547  Intuitive Surgical, Inc. *      1,265,601 

        3,383,586 

Paints, Varnishes, Lacquers, Enamels & Allied Products - 1.07%  
14,549  RPM International, Inc. 1,320,758 

    
Pharmaceutical Preparations - 0.79%  

23,856  Genmab A/S ADR *        969,985 
    
Pumps & Pumping Equipment - 0.52%  

3,219  IDEX Corp. 641,225 
    

Retail-Auto & Home Supply Stores - 1.09%  
2,973  O'Reilly Automotive, Inc. * 1,345,491 

    
Retail-Auto Dealers & Gasoline Stations - 1.40%  

13,497  Copart, Inc. * 1,717,493 
    

Retail-Building Materials, Hardware, Garden Supply - 1.94%  
48,835  Fastenal Co. 2,384,613 

    
Retail-Eating Places - 1.25%  

1,108  Chipotle Mexican Grill, Inc. Class A * 1,536,475 
    

Retail-Retail Stores - 1.21%  
5,196  Ulta Beauty, Inc. * 1,492,083 

 
 

The accompanying notes are an integral part of these financial statements. 
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Shares   Value 
    

Retail-Variety Stores - 2.25%  
10,775  Dollar General Corp.  $     2,265,982 

6,117  Ollie's Bargain Outlet Holdings, Inc. * 500,187 

   2,766,169 

Semiconductors & Related Devices - 8.38%  
20,631  Advanced Micro Devices, Inc. *      1,892,069 

4,172  IPG Photonics Corp. *         933,652 

27,317  Marvell Technology Group Ltd. (Bermuda)       1,298,650 

14,569  Maxim Integrated Products, Inc.       1,291,542 

6,443  Microchip Technology, Inc.          889,843 

5,777  Monolithic Power Systems, Inc.       2,115,711 

12,343  Skyworks Solution, Inc.        1,886,998 

   10,308,465 

Services-Business Services - 3.16%  
2,763  Costar Group, Inc. * 2,553,786 

7,494  Etsy, Inc. * 1,333,258 

        3,887,044 

Services-Commercial Physical & Biological Research - 1.33%  
5,286  Charles River Laboratories International, Inc. *       1,320,760 

3,581  Incyte Corp. *         311,475 

         1,632,235 

Services-Computer Integrated Systems - 1.38%  
21,589  Cerner Corp.       1,694,305 

    
Services-Computer Processing & Data Preparation - 1.60%  

1,258  RingCentral, Inc. Class A * 476,744 

3,368  Zendesk, Inc. *          482,028 

101,560  Zynga, Inc. Class A *       1,002,397 

   1,961,169 

Services-Computer Programming, Data Processing, Etc. - 2.48%  
3,371  Factset Research Systems, Inc.       1,120,858 

35,593  Twitter, Inc. *       1,927,361 

   3,048,219 

Services-Computer Programming Services - 2.17%  
7,445  Epam Systems, Inc. *      2,667,916 

    
Services-Consumer Credit Reporting, Collection Agencies - 1.85%  

22,921  TransUnion  2,274,222 
    

Services-Home Health Care Services - 0.73%  
1,678  Chemed Corp. 893,720 

    
Services-Medical Laboratories - 0.90%  

5,451  Laboratory Corp. of America Holdings * 1,109,551 
The accompanying notes are an integral part of these financial statements. 
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Shares   Value 
    

Services-Offices & Clinics of Doctors of Medicine - 1.00%  
6,136  Teladoc Health, Inc. * $    1,226,955 

    
Services-Prepackaged Software - 18.64%  

4,739  Atlassian Corp. PLC Class A (United Kingdom) * 1,108,310 

22,116  Cadence Design Systems, Inc. * 3,017,286 

6,281  Crowdstrike Holdings, Inc. Class A * 1,330,441 

8,482  Docusign, Inc. * 1,885,549 

12,873  Electronic Arts, Inc. 1,848,563 

6,161  Guidewire Software, Inc. * 793,106 

2,741  Okta, Inc. Class A * 696,927 

3,562  Paycom Software, Inc. * 1,610,914 

8,757  Paylocity Holding Corp. * 1,803,154 

2,587  Splunk, Inc. * 439,505 

18,941  Square, Inc. Class A * 4,122,319 

6,904  Twilio, Inc. Class A * 2,337,004 

1,699  Tyler Technologies, Inc. * 741,647 

4,350  Veeva Systems, Inc. Class A * 1,184,287 

   22,919,012 

Special Industry Machinery - 0.51%  
9,328  Brooks Automation, Inc. 632,905 

    
Sugar & Confectionery Products - 0.73%  

5,875  Hershey Co. 894,939 
    

Surgical & Medical Instruments & Apparatus - 5.49%  
6,055  Abiomed, Inc. * 1,963,031 

6,355  Dexcom, Inc. * 2,349,571 

17,374  Glaukos Corp. * 1,307,567 

1,033  Resmed, Inc. 219,574 

8,508  Tandem Diabetes Care, Inc. * 814,045 

231  Teleflex, Inc. 95,073 

   6,748,861 

Trucking (No Local) - 1.03%  
6,507  Old Dominion Freight Line, Inc. 1,270,036 

    
X-Ray Apparatus & Tubes & Related Irradiation Apparatus - 1.62%  

27,333  Hologic, Inc. * 1,990,662 
    

TOTAL FOR INVESTMENTS (Cost $71,715,892) ** - 93.31%   114,735,573 
    

OTHER ASSETS LESS LIABILITIES, NET - 6.69%        8,231,136 
    

NET ASSETS - 100.00% $ 122,966,709 

* Non-income producing securities during the period. 
 

** Refer to Note 8 for Tax Cost.  
 

The accompanying notes are an integral part of these financial statements.   
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 Shares/Par     Value 
      

COMMON STOCKS - 6.72%    
      

Arrangement of Transportation of Freight & Cargo - 0.22% 

4,129  Expeditors International of Washington, Inc. $       392,709 
      

Beverages - 0.33%    
5,060  The Coca-Cola Co.          277,490 

2,060  PepsiCo, Inc.           305,498 

             582,988 

Construction, Mining & Materials Handling Machinery & Equipment - 0.18% 

2,553  Dover Corp.            322,316 
      

Converted Paper & Paperboard Products - 0.16% 

2,068  Kimberly-Clark Corp.            278,829 
      

Cutlery, Handtools & General Hardware - 0.18% 

1,836  Stanley Black & Decker, Inc.          327,836 
      

Electromedical & Electrotherapeutic Apparatus - 0.17% 

2,517  Medtronic PLC (Ireland)        294,841 
      

Electronic & Other Electrical Equipment - 0.18%  
4,059  Emerson Electric Co.           326,222 

      
General Industrial Machinery & Equipment - 0.19% 

1,631  Illinois Tool Works, Inc.         332,528 
      

Household Appliances - 0.22% 

7,132  Smith A O Corp. 390,976 
      

Industrial Inorganic Chemicals - 0.39% 

1,198  Air Products & Chemicals, Inc.          327,318 

1,398  Linde AG PLC (Ireland)        368,387 

             695,705 

Industrial Instruments for Measurement, Display, and Control - 0.19%  
777  Roper Technologies, Inc.          334,957 

      
Men's & Boy's Furnishings - 0.38%    

1,027  Cintas Corp.            363,003 

3,610  VF Corp.           308,330 

             671,333 

Miscellaneous Food Preparations & Kindred Products - 0.20% 

3,672  McCormick & Company, Inc.          351,043 
      

Natural Gas Distribution - 0.14%    
2,534  Atmos Energy Corp.            241,820 

 

The accompanying notes are an integral part of these financial statements.
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Shares/Par     Value 
      

Perfumes, Cosmetics & Other Toilet Preparations - 0.19% 

3,939  Colgate-Palmolive Co. $       336,824 
      

Pharmaceutical Preparations - 0.39%  
3,408  Abbott Laboratories         373,142 

1,971  Johnson & Johnson          310,196 

              683,338 

Plastics, Materials, Synth Resins & Nonvulcan Elastomers - 0.58% 

6,939  Albermarle Corp.       1,023,641 
      

Retail-Building Materials, Hardware, Garden Supply - 0.22% 

523  The Sherwin-Williams Co.         384,358 
      

Retail-Lumber & Other Building Materials - 0.22% 

2,465  Lowe's Companies, Inc.          395,657 
      

Retail-Variety Stores - 0.26%    
2,561  Target Corp.         452,093 

      
Services-Computer Processing & Data Preparation - 0.17% 

1,672  Automatic Data Processing, Inc.         294,606 
      

Soap, Detergent, Cleaning Preparations, Perfumes, Cosmetics - 0.37% 

1,456  Ecolab, Inc.         315,020 

2,375  The Procter Gamble Co.         330,458 

            645,478 

Special Industry Machinery (No Metalworking Machinery) - 0.21% 

6,863  Pentair PLC (Ireland)           364,357 
      

Specialty Cleaning, Polishing & Sanitation Preparations - 0.21% 

1,801  The Clorox Co.           363,658 
      

Surgical & Medical Instruments & Apparatus - 0.36% 

1,870  3M Co.           326,857 

1,212  Becton, Dickinson & Co.          303,267 

             630,124 

Wholesale-Durable Goods - 0.23%  
999  W.W. Grainger, Inc.        407,932 

      
Wholesale-Motor Vehicle Supplies & New Parts - 0.18%  

3,141  Genuine Parts Co.           315,451 
      

TOTAL FOR COMMON STOCKS (Cost $7,139,046) - 6.72%     11,841,620 

 
 

 

The accompanying notes are an integral part of these financial statements. 
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Shares/Par     Value 
      

SUKUKS - 67.26%    
      

Banks - 12.79%    
3,000,000  AHB Sukuk, Ltd., 4.375%, 09/19/2023 (Cayman Islands) $   3,267,268 

5,700,000  DIB Sukuk, Ltd., 3.600%, 03/30/2021 (Cayman Islands)     5,742,123 

2,000,000  DIB Sukuk, Ltd., 3.664%, 02/14/2022 (Cayman Islands)      2,061,630 

5,504,000  QIB Sukuk, Ltd., REGS, 3.251%, 05/23/2022 (Cayman Islands)       5,655,976 

5,700,000  SIB Sukuk Co. III Ltd. REGS, 3.084%, 09/08/2021 (Cayman Islands)      5,801,216 

         22,528,213 

Basic Materials - 2.49%    
4,085,000  Equate Sukuk Spc Ltd. REGS, 3.944%, 02/21/2024 (Kuwait)      4,381,285 

      
Communications Equipment - 2.96%    

3,600,000  Axiata Spv2 Bhd, 4.357%, 03/24/2026 (Malaysia)      4,122,972 

1,000,000  ICD Sukuk Co. Ltd., 5.000%, 02/01/2027 (Cayman Islands)    1,090,050 

           5,213,022 

Financial Services - 1.77%    
2,940,000  FAB Sukuk Co. Ltd., REGS, 3.625%, 03/05/2023 (Cayman Islands)      3,117,047 

      
Food and Beverage - 0.60%    

1,000,000  Almarai Sukuk, Ltd., 4.311%, 03/05/2024 (Cayman Islands)       1,077,245 
      

Home Construction - 2.75%    
2,000,000  Aldar Sukuk Ltd., 4.750%, 09/29/2025 (Cayman Islands)       2,239,846 

2,500,000  Esic Sukuk Ltd., 3.939%, 07/30/2024 (Cayman Islands)      2,598,900 

          4,838,746 

Real Estate - 4.79%    
2,400,000 

   

Dar Al-Arkan International Sukuk Co., REGS, 6.875%,  

     03/21/2023 (Cayman Islands) 

            

2,466,000 

1,500,000 

   

DIFC Investments LLC, Note, Series REGS, 4.325% 11/12/2024  

     (United Arab Emirates) 

            

1,581,579 

1,000,000 

   

DAE Sukuk DIFC Ltd., Series 144A, 3.750%, 02/15/2026  

     (United Arab Emirates) (1) 

            

1,025,000 

3,200,000  EMG Sukuk Ltd., 4.564%, 06/18/2024 (Cayman Islands)       3,371,680 

           8,444,259 

Sovereigns - 26.92%    
2,000,000  CBB International Sukuk Six, REGS, 5.250%, 03/20/2025 (Bahrain)       2,150,620 

500,000  CBB International Sukuk Progr. Co., REGS, 6.250%, 11/14/2024 (Bahrain)          550,558 

1,000,000 

   

CBB International Sukuk Progr. SPC., REGS, 6.125%,  

     11/14/2024 (Bahrain) 

            

1,104,905 

1,500,000 

   

CBB International Sukuk Progr. SPC., Series 144A, 3.950%,  

     09/16/2027 (Bahrain) (1) 

            

1,548,414 

440,000  Hazine Mustesarligi, REGS, 5.800%, 02/21/2022 (Turkey)           450,468 

1,000,000  Hazine Mustesarligi, Series 144A, 5.004%, 04/06/2023 (Turkey) (1)      1,015,008 
 

The accompanying notes are an integral part of these financial statements. 
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Shares/Par     Value 

      

Sovereigns – (Continued)    
1,000,000  Hazine Mustesarligi, Series 144A, 4.251%, 06/08/2021 (Turkey) (1) $    1,004,296 

1,000,000  Hazine Mustesarligi, Series 144A, 5.800%, 02/21/2022 (Turkey) (1)      1,019,360 

2,100,000  KSA Sukuk, Ltd., Series 144A, 2.894%, 04/20/2022 (Saudi Arabia) (1)       2,162,986 

2,500,000  KSA Sukuk, Ltd., Series 144A, 4.303%, 01/19/2029 (Saudi Arabia) (1)      2,944,022 

1,500,000  KSA Sukuk, Ltd., Series 144A, 2.969%, 10/29/2029 (Saudi Arabia) (1)       1,616,874 

500,000  Oman, Government, Series 144A, 4.397%, 06/01/2024 (Oman) (1)          514,402 

2,500,000  Oman, Government, Series 144A, 5.932%, 10/31/2025 (Oman) (1)       2,737,735 

2,500,000 

   

Perusahaan Pener Indois Sukuk, Series 144A, 2.300%,  

     06/23/2025 (Indonesia) (1) 

            

2,613,125 

2,600,000 

   

Perusahaan Pener Indois Sukuk, Series REGS, 3.300%, \       

     11/21/2022 (Indonesia) 

            

2,725,788 

2,000,000 

   

Perusahaan Penerbit SBSN Indois Sukuk, Series 144A, 3.400%,  

     03/29/2022 (Indonesia) (1) 

            

2,066,760 

2,800,000 

   

Perusahaan Penerbit SBSN Indois Sukuk, Series 144A, 3.900%,  

     08/20/2024 (Indonesia) (1) 

            

3,086,132 

1,685,000 

   

Perusahaan Penerbit SBSN Indois Sukuk, Series 144A, 4.150%,  

     03/29/2027 (Indonesia) (1) 

            

1,930,016 

517,000 

   

Perusahaan Penerbit SBSN Indois Sukuk, REGS, 3.400%,  

     03/29/2022 (Indonesia) 

               

534,257 

2,500,000  Ras al-Khaimah, 3.094%, 03/31/2025 (Cayman Islands)       2,661,813 

6,250,000  Sharjah Sukuk 2, Ltd., 3.839%, 01/27/2021 (Cayman Islands)       6,277,031 

1,000,000  Sharjah Sukuk Ltd., 3.854%, 04/03/2026 (Cayman Islands)       1,090,807 

1,000,000  Third Pakistan Int'l Sukuk, REGS, 5.625%, 12/05/2022 (Pakistan)       1,027,500 

3,400,000  Wakala Global Sukuk BHD, REGS, 4.646%, 07/06/2021 (Malaysia)    3,468,540 

1,000,000  Wakala Global Sukuk BHD, REGS, 3.179%, 04/27/2026 (Malaysia)       1,117,284 

       47,418,701 

Supranationals - 4.51%    
4,070,000  Apicorp Sukuk, Ltd., 3.141%, 11/01/2022 (Cayman Islands)      4,254,982 

2,500,000  IDB Trust Services, Ltd. REGS, 1.957%, 10/02/2024 (Jersey)      2,609,949 

1,000,000  IDB Trust Services, Ltd. REGS, 3.389%, 09/26/2023 (Jersey)      1,076,224 

         7,941,155 

Transportation & Logistics - 1.80%    
3,000,000 

   

DP World Cresent, Ltd, Sr. Unsecd. Note, Series REGS, 3.908%,  

    05/31/2023 (Cayman Islands) 

            

3,174,450 
      

Utilities - 4.37%    
1,500,000 

   

Tabreed Sukuk SPC, Ltd, Sr. Unsecd. Note REGS, 5.500%,  

    10/31/2025 (United Arab Emirates) 

            

1,757,229 

5,700,000 

   

Saudi Electricity Global Sukuk, Series REGS, 4.211%,       

    04/03/2022 (Cayman Islands) 

            

5,947,773 

           7,705,002 
 

The accompanying notes are an integral part of these financial statements. 
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Shares/Par     Value 

      

Wireline Telecommunications Services - 1.50%  
2,300,000  Saudi Telecom Co., Series 144A, 3.890%, 05/13/2029 (Saudi Arabia) (1) $    2,640,193 

      
TOTAL FOR SUKUKS (Cost $115,030,900) - 67.26%   118,479,318 

      
      

TRADE FINANCE AGREEMENTS - 3.53% (2)    

   

Acquisition 

Date (2) Cost (2) Value 

Consumer Banking - 0.12%    
105,309 

 
Government of Djibouti, 3.507%,  

   01/06/2021 (2-month US LIBOR  

        +3.800%) (Djibouti) (3) 12/03/2020 

          

105,309 

               

105,309 

105,309 
 

Government of Djibouti, 3.507%,      

    02/05/2021 (2-month US LIBOR   

        +3.800%) (Djibouti) (3) 12/03/2020 

          

105,309 

               

105,309 

       210,618          210,618 

Consumer Non-Cyclical/Food-Wholesale - 0.40%    
28,916 

 
Government of Burkina Faso, 3.017%,  

    (6-month US LIBOR +2.800%),  

        01/27/2021 (Burkina Faso)  07/29/2020 

            

28,916 

                 

28,916 

17,313 
 

Government of Burkina Faso, 4.938%,  

    (6-month US LIBOR +2.800%),  

        02/17/2021 (Burkina Faso)  08/19/2020 

            

17,313 

                 

17,313 

65,228 
 

Government of Burkina Faso, 3.017%,  

    (6-month US LIBOR +2.800%),  

        02/22/2021 (Burkina Faso)  08/20/2020 

            

65,228 

                 

65,228 

47,980 
 

Government of Burkina Faso, 3.017%,    

    (6-month US LIBOR +2.800%),  

        03/04/2021 (Burkina Faso)  12/01/2020 

            

47,980 

                 

47,980 

47,980 
 

Government of Burkina Faso, 3.017%,  

    (6-month US LIBOR +2.800%),  

        06/02/2021 (Burkina Faso)  12/01/2020 

            

47,980 

                 

47,980 

500,000 
 

PT Pacific Indopalm Industries,  

    3.660%, (3-month US LIBOR  

       +2.500%) 12/31/2020 (Indonesia)  

03/05/2019 - 

03/14/2019 

          

500,000 

               

500,000 

        707,417         707,417 

Energy - Oil Refining and Marketing - 1.84%    
1,000,000 

 
African Export Import Bank, 1.562%,  

    (4-month US LIBOR +1.000%),  

        6/18/2021 (Egypt) (3) 06/19/2020 

          

997,500 

            

1,000,000 

 
 

 

The accompanying notes are an integral part of these financial statements. 
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Shares/Par     Value 

      

Energy - Oil Refining and Marketing – (Continued)   
624,412 

 
Government of Egypt, 2.394%,               

    (12-month US LIBOR +2.200%),  

        09/17/2021 (Egypt) (3) 09/16/2020 

          

624,412  $      624,412 

329,748 
 

Government of Egypt, 2.379%,  

    (12-month US LIBOR +2.200%),  

        09/20/2021 (Egypt) (3) 09/17/2020 

          

329,748 

               

329,748 

20,645 
 

Government of Egypt, 2.370%,            

    (12-month US LIBOR +2.200%),  

        09/24/2021 (Egypt) (3) 09/24/2020 

            

20,645 

                 

20,645 

199,315 
 

Government of Egypt, 2.345%,  

    (12-month US LIBOR +2.200%),  

        10/08/2021 (Egypt) (3) 10/07/2020 

          

199,315 

               

199,315 

333,891 
 

Government of Egypt, 2.325%,  

    (12-month US LIBOR +2.200%),  

        11/01/2021 (Egypt) (3) 11/03/2020 

          

333,891 

               

333,891 

20,645 
 

Government of Egypt, 2.330%,  

    (12-month US LIBOR +2.200%),  

         11/08/2021 (Egypt) (3) 11/09/2020 

            

20,645 

                 

20,645 

336,344 
 

Government of Egypt, 2.339%,          

    (12-month US LIBOR +2.200%),  

         11/18/2021 (Egypt) (3) 11/19/2020 

          

336,344 

               

336,344 

179,937 
 

Government of Egypt, 4.140%,  

    (12-month US LIBOR +4.500%),  

         12/10/2021 (Egypt) (3) 12/14/2020 

          

179,937 

               

179,937 

191,525 
 

Government of Egypt, 4.140%,  

    (12-month US LIBOR +4.500%),  

         12/23/2021 (Egypt) (3) 12/24/2020 

          

191,525 

               

191,525 

      3,233,962       3,236,462 

Foreign Sovereign - 1.17%    
571,747 

 
The Tunisian Company of Electricity  

    and Gas, 2.138%, (US LIBOR  

       +2.100%), 03/22/2021 (Tunisia) 09/17/2020 

          

571,747 

               

571,690 

428,253 
 

The Tunisian Company of Electricity  

    and Gas, 2.118%, (US LIBOR  

        +2.100%), 04/14/2021 (Tunisia) 10/14/2020 

          

428,253 

               

428,210 

521,227 
 

Tunisian Refining Industries Company  

     DD1, 2.636%, (12-month US LIBOR  

        +2.100%), 05/04/2021 (Tunisia) 05/04/2020 

          

521,227 

               

521,071 

325,106 
 

Tunisian Refining Industries Company  

    DD1, 2.536%, (12-month US LIBOR  

       +2.100%), 05/17/2021 (Tunisia) 05/14/2020 

          

325,106 

               

325,008 
 

The accompanying notes are an integral part of these financial statements. 
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Shares/Par     Value 

      

Foreign Sovereign – (Continued)    
215,118 

 
Tunisian Refining Industries Company  

    DD1, 2.536%, (12-month US LIBOR  

      +2.100%), 12/20/2021 (Tunisia) 12/21/2020 

          

215,118 $       215,053 

     2,061,451      2,061,032 
      

TOTAL FOR TRADE FINANCE AGREEMENTS (Cost $6,213,448) - 3.53% $ 6,213,448 $    6,215,530 
      

BANK TIME DEPOSITS - 14.69% (4)    
6,139,393 

   

Arab Banking Corp., NY Branch, 0.450% - 0.600%, 01/11/2021 –  

    04/23/2021 (Bahrain) 

            

6,139,393 

1,053,781  Gulf International Bank (UK), 0.160%, 01/26/2021 (Bahrain)       1,053,781 

9,391,990   

Maybank Islamic Bank, 0.250% - 0.500%, 02/03/2021 –  

    06/01/2021 (Malaysia) 

            

9,391,990 

9,286,010  Qatar National Bank, 0.400% - 1.050%, 01/04/2021 - 08/30/2021 (Qatar)       9,286,010 

TOTAL FOR BANK TIME DEPOSITS (Cost $25,871,174) - 14.69%    25,871,174 
      

TOTAL FOR INVESTMENTS (Cost $154,254,568) ** - 92.20%   162,407,642 
      

OTHER ASSETS LESS LIABILITIES, NET - 7.80%     13,746,360 
      

NET ASSETS - 100.00%   $176,154,002 

 
 

 

 

 

 

 

* Non-income producing securities during the period. 

 

** Refer to Note 8 for Tax Cost.  

 

(1) Denotes a restricted security that may be sold without restriction to "qualified institutional buyers" as defined in 

Rule 144A under the Securities Act of 1933 and that the Fund has determined to be liquid under criteria established 

by the Fund's Board of Trustees. At December 31, 2020 these liquid restricted securities amount to $27,924,323, 

which represented 15.85% of total net assets. 

 

(2) Denotes a restricted and/or an illiquid security that either: (a) cannot be offered for public sale without first 

being registered, or availing of an exemption from registration, under the Securities Act of 1933; or (b) is subject to 

a contractual restriction on public sales; or (c) is considered an illiquid security as defined by the Investment 

Company Act of 1940. At December 31, 2020, these restricted and/or illiquid securities amounted to $6,215,529, 

which represented 3.53% of total net assets and level 3 securities.  

 

(3) Floating/variable note with current rate and current maturity or next reset date shown. 

 

(4) Variable rate instrument, varying maturity dates ranging from one month to twelve months; 7 day demand 

redemption clause per deposit. 

 

LIBOR – London Interbank Offered Rate. 

 

The accompanying notes are an integral part of these financial statements. 
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  Azzad Ethical Azzad Wise 

  Fund Capital Fund 

Assets:    
       Investment Securities at Value (Cost $71,715,892 and  

          $154,254,568, respectively)  $    114,735,573 $    162,407,642 

       Cash  8,177,357 12,976,303 

       Receivables:   
               Shareholder Subscriptions              151,634 1,133,213 

               Dividends                17,343 17,899 

               Sukuk and Other Income                        -  1,201,409 

               Prepaid Expenses                16,511                19,566 

                     Total Assets       123,098,418       177,756,032 

Liabilities:    
        Shareholder Redemptions 34,016 1,419,461 

        Due to Adviser 62,878 144,495 

        Distribution Fees 11,124 6,683 

        Trustee Fees 2,583 2,870 

        Accrued Expenses                21,108                28,521 

                     Total Liabilities              131,709           1,602,030 

Net Assets  $    122,966,709 $    176,154,002 

    
Net Assets Consist of:   
    Paid In Capital $      79,246,311 $    168,154,890 

    Distributable Earnings         43,720,398           7,999,112 

Net Assets, for 6,722,863 and 16,139,033 Shares Outstanding, respectively $    122,966,709 $    176,154,002 

    
Net Asset Value Per Share $               18.29 $               10.91 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 
 

The accompanying notes are an integral part of these financial statements.   
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  Azzad Ethical Azzad Wise 

  Fund Capital Fund 

Investment Income:   
       Dividends  $           245,224 $          110,178 

       Sukuk Income                        -           1,537,212 

       Other Income from Underlying Investments                        -              156,339 

            Total Investment Income              245,224          1,803,729 

    
Expenses:    
       Advisory                441,688             952,460 

       Distribution                82,817               40,019 

       Legal                  19,680               13,851 

       Transfer Agent                 35,860               42,773 

       Audit                    7,814                 8,924 

       Registration and Filing Fees                14,928               16,020 

       Administrative                  4,536                 4,536 

       Custody                    9,837               39,875 

       Printing                  11,006                 8,802 

       Trustee                       719                 1,006 

       Miscellaneous                12,481               10,923 

       Insurance                      412                    267 

            Total Expenses              641,778          1,139,456 

                 Fees Waived by the Adviser             (95,189)           (106,957) 

            Net Expenses              546,589          1,032,499 

    
Net Investment Income (Loss)           (301,365)             771,230 

    
Realized and Unrealized Gain on Investments and Foreign Currency 

Transactions:   
   Realized Gain (Loss) on Investments and Foreign Currency Transactions            7,430,199           (150,165) 

   Net Change in Unrealized Appreciation on Investments and  

       Foreign Currency Transactions         16,868,993          4,316,969 

Net Realized and Unrealized Gain on Investments and Foreign  

    Currency Transactions         24,299,192          4,166,804 

    
Net Increase in Net Assets Resulting from Operations $      23,997,827 $       4,938,034 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements.    
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  (Unaudited)  

  Six Months  

  Ended Year Ended 

  12/31/2020 6/30/2020 

Increase (Decrease) in Net Assets From Operations:   
    Net Investment Loss  $        (301,365)  $          (241,179) 

    Net Realized Gain on Investments            7,430,199              3,970,359 

    Unrealized Appreciation on Investments          16,868,993              7,207,161 

    Net Increase in Net Assets Resulting from Operations          23,997,827            10,936,341 

    
Distributions to Shareholders         (6,556,750)           (5,674,344) 

    
Capital Share Transactions            4,479,137              7,271,735 

    
Total Increase in Net Assets          21,920,214            12,533,732 
    
Net Assets:    
Beginning of Period/Year        101,046,495            88,512,763 

    
End of Period/Year  $     122,966,709 $       101,046,495 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements.   
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  (Unaudited)  

  Six Months  

  Ended Year Ended 

  12/31/2020 6/30/2020 

Increase (Decrease) in Net Assets From Operations:   
    Net Investment Income $              771,230 $          2,414,771 

    Net Realized Gain (Loss) on Investments              (150,165)                439,625 

    Unrealized Appreciation on Investments              4,316,969                266,431 

    Net Increase in Net Assets Resulting from Operations              4,938,034             3,120,827 

    
Distributions to Shareholders           (1,038,923)          (2,404,247) 

    
Capital Share Transactions            21,220,659           10,679,481 

    
Total Increase in Net Assets            25,119,770           11,396,061 
    
Net Assets:    
Beginning of Period/Year          151,034,232         139,638,171 

    
End of Period/Year  $       176,154,002 $      151,034,232 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements.   
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Increase (decrease) in cash:  
   

CASH FLOW FROM OPERATING ACTIVITIES:  
       Net Increase in Net Assets Resulting from Operations $     4,938,034 
   
ADJUSTMENTS TO RECONCILE NET INCREASE IN NET ASSETS RESULTING 

FROM OPERATIONS TO NET CASH USED IN OPERATING ACTIVITIES: 

 

 
       Purchases of Investment Securities    (32,859,036) 

       Proceeds from Disposition of Investment Securities      13,188,718 

       Purchase of Short-Term Investments, Net       3,476,964 

       Decrease in Prepaid Expenses            (4,162) 

       Increase in Dividend, Sukuk and Other Income Receivable        (162,299) 

       Decrease in Distributions Payable         (110,189) 

       Increase in Receivable for Securities Sold         1,041,279 

       Increase in Payable for Securities Purchased       (1,505,250) 

       Decrease in Receivable for Shareholder Subscriptions         (668,387) 

       Increase in Payable for Shareholder Redemptions           935,746 

       Increase in Payable to Advisor             25,485 

       Decrease in Accrued Expenses                   405 

       Net Realized Loss on Investments and Foreign Currency Transactions           150,165 

       Change in Unrealized Appreciation on Investments and Foreign Currency Transactions      (4,316,969) 

            NET CASH USED IN OPERATING ACTIVITIES    (15,869,496) 

   
FINANCING ACTIVITIES:  
       Distributions Paid in Cash         (783,087) 

       Proceeds from Shares Sold     52,386,268 

       Payment on Shares Redeemed (net of redemption fees)   (31,421,445) 

            NET CASH PROVIDED BY FINANCING ACTIVITIES     20,181,736 

   
Net Increase in Cash $     4,312,240 

Cash at Beginning of Period        8,664,064 

Cash at End of Period $   12,976,304 

   
   
Supplemental disclosure of cash flow information:  
Non-cash financing activities not included herein consist of reinvestments of dividends and distributions of 

$255,836. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements. 
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  (Unaudited)       

  Six Months       

  Ended  For the Years Ended 

  12/31/2020  6/30/2020 6/30/2019 6/30/2018 6/30/2017 6/30/2016 
         

Net Asset Value, at Beginning of Period/Year $     15.57  $  14.84 $  14.18 $    13.88 $    12.06 $  13.44 

         
Income From Investment Operations:        
  Net Investment Income (Loss) *      (0.05)     (0.04) 0.00***   (0.01)    (0.01)     0.01 

  Net Gain (Loss) on Securities  

        (Realized and Unrealized) 

           

3.80  

           

1.71 

         

1.43 

         

2.31 

         

1.84 

       

(1.31) 

     Total from Investment Operations      3.75        1.67     1.43      2.30       1.83    (1.30) 
         
Distributions:         
  Net Investment Income       0.00        0.00      0.00      0.00     (0.01)      0.00 

  Realized Gains     (1.03)     (0.94)    (0.77)    (2.00)      0.00    (0.08) 

    Total Distributions     (1.03)     (0.94)    (0.77)    (2.00)    (0.01)    (0.08) 
         
Redemption Fees (a) ***       0.00       0.00      0.00      0.00       0.00       0.00 

         
Net Asset Value, at End of Period/Year $     18.29  $  15.57 $  14.84 $    14.18 $   13.88 $  12.06 

         
Total Return **    24.05%   11.63% 11.24%  17.37%  15.20% (9.66)% 
         
Ratios/Supplemental Data:        
  Net Assets at End of Period/Year (Thousands) $ 122,967  $101,046 $ 88,513 $   80,698 $   68,945 $ 65,408 

  Before Waivers        
     Ratio of Expenses to Average Net Assets 1.16%†  1.15% 1.14% 1.15% 1.17% 1.16% 

     Ratio of Net Investment Loss to  

        Average Net Assets 

     

(0.71)%†  

     

(0.42)% 

   

(0.15)% 

   

(0.25)% 

   

(0.23)% 

   

(0.12)% 

  After Waivers         
     Ratio of Expenses to Average Net Assets 0.99%†  0.99% 0.99% 0.99% 0.99% 0.99% 

     Ratio of Net Investment Income  

         (Loss) to Average Net Assets 

     

(0.55)%†  

     

(0.26)% 0.00% 

   

(0.09)% 

   

(0.06)% 

   

(0.05)% 

  Portfolio Turnover 39.75%  34.77% 49.29% 28.83% 107.97% 33.70% 

 
 

 

 

 

 

 

 

 

(a) The Fund charged a 2.00% redemption fee on shares redeemed within 90 days of purchase. Effective November 

1, 2020, the Fund no longer charges a redemption fee on shares redeemed within 90 days of purchase.  
 

* Per share net investment income (loss) has been determined on the basis of average shares outstanding during the 

period. 
 

** Assumes reinvestment of dividends. 
 

*** Amount calculated is less than $0.005 per share. 
 

† Annualized 
  

The accompanying notes are an integral part of these financial statements.   
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  (Unaudited)       

  Six Months       

  Ended  For the Years Ended 

  12/31/2020  6/30/2020 6/30/2019 6/30/2018 6/30/2017 6/30/2016 
         

Net Asset Value, at Beginning of Period/Year $    10.65  $   10.57 $   10.43 $   10.45 $    10.44 $  10.39 

         
Income From Investment Operations:        
  Net Investment Income *         0.05        0.17      0.18       0.13        0.11        0.07 

  Net Gain (Loss) on Securities  

       (Realized and Unrealized) 

             

0.28  

             

0.08 

         

0.19 

       

(0.04)          0.01 

         

0.05 

     Total from Investment Operations         0.33          0.25      0.37      0.09         0.12       0.12 
         
Distributions:         
  Net Investment Income        (0.05)       (0.17)   (0.19)    (0.11)    (0.11)    (0.07) 

  Realized Gains        (0.02)          0.00    (0.04)      0.00         0.00      0.00 

    Total Distributions       (0.07)       (0.17)     (0.23)    (0.11)     (0.11)     (0.07) 
         
Redemption Fees (a) ***         0.00          0.00      0.00      0.00         0.00       0.00 

         
Net Asset Value, at End of Period/Year $     10.91  $   10.65 $   10.57 $   10.43 $     10.45 $   10.44 

         
Total Return **  3.09%  2.41% 3.63% 0.90% 1.19% 1.15% 

         
Ratios/Supplemental Data:        
  Net Assets at End of Period/Year (Thousands) $ 176,154  $151,034 $139,638 $110,494 $ 104,154 $ 93,297 

  Before Waivers/Recoupment        
     Ratio of Expenses to Average Net Assets 1.43%†  1.42% 1.43% 1.44% 1.42% 1.42% 

     Ratio of Net Investment Income to  

          Average Net Assets 0.83%†  1.52% 1.58% 1.05% 0.95% 0.60% 

  After Waivers/Recoupment        
     Ratio of Expenses to Average Net Assets 1.29%†  1.29% 1.29% 1.29% 1.29% 1.36% 

     Ratio of Net Investment Income to  

         Average Net Assets 0.97%†  1.64% 1.72% 1.20% 1.07% 0.66% 

  Portfolio Turnover 10.53%  50.14% 39.40% 40.14% 43.01% 19.10% 
 

 

 

 

 

 

 

 

 

(a) The Fund charged a 2.00% redemption fee on shares redeemed within 90 days of purchase. Effective November 

1, 2020, the Fund no longer charges a redemption fee on shares redeemed within 90 days of purchase.  
 

* Per share net investment income has been determined on the basis of average shares outstanding during the 

period. 
 

** Assumes reinvestment of dividends. 
 

*** Amount calculated is less than $0.005 per share. 
 

† Annualized 
  

The accompanying notes are an integral part of these financial statements.   
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Note 1.  Organization 

The Azzad Funds (the "Trust") is an open-end management investment company under 

the Investment Company Act of 1940, as amended, (the “1940 Act"). The Trust was 

organized as a Massachusetts business trust on December 16, 1996. The Trust is 

comprised of the following Funds: The Azzad Ethical Fund (the “Ethical Fund”), which 

commenced operations on December 22, 2000 and is a registered, diversified fund, and 

the Azzad Wise Capital Fund (the “Wise Fund”), which commenced operations on April 

6, 2010 and is a registered, diversified fund, (collectively the "Funds"). Azzad Asset 

Management, Inc. (“Adviser”) is the investment adviser to both Funds (see Note 4).   

 

The Ethical Fund’s primary investment objective is to provide shareholders with long-

term total returns using means that are consistent with the Adviser’s ethical principles.  

 

The Wise Fund’s primary investment objective is to provide shareholders with capital 

preservation and income.  

 

The Funds should be considered long-term investments and are not appropriate for short-

term goals. The Funds may also be used in all types of retirement and college savings 

plans including separately managed (wrap) programs. 

 

Each of Ethical Fund’s and Azzad Wise Fund’s classifications are “diversified” for 

purposes of the 1940 Act. This means that each Fund, with respect to 75% of its total 

assets, may not purchase the securities of any issuer (except securities issued or 

guaranteed by the U.S. government or any of its agencies or instrumentalities or 

securities issued by other investment companies) if, as a result (i) more than 5% of each 

Fund’s total assets would be invested in securities of that issuer, or (ii) each Fund would 

hold more than 10% of the outstanding voting securities of that issuer. 

 

Note 2.   Summary of Significant Accounting Policies 

The following is a summary of the significant accounting policies followed by the Funds 

in the preparation of its financial statements. The Funds follow the accounting and 

reporting guidance of Financial Accounting Standards Board (“FASB”) Accounting 

Standard Codification 946 and Accounting Standards Update (“ASU”) 2013-08 

applicable to investment companies.  

 

Security Valuation – All investments in securities are recorded at their estimated fair 

value, as described in Note 3. 

 

Foreign Currency – Investment securities and other assets and liabilities denominated in 

foreign currencies are translated into U.S. dollar amounts at the date of valuation.  

Purchases and sales of investment securities and income and expense items denominated 

in foreign currencies are translated into U.S. dollar amounts on the respective dates of 

such transactions. 

 

The Wise Fund does not isolate that portion of the results of operations resulting from 

changes in foreign exchange rates on investments from the fluctuations arising from
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changes in market prices of securities held.  Such fluctuations are included with the net 

realized and unrealized gain or loss from investments. 

 

Reported net realized foreign exchange gains or losses arise from sales of foreign 

currencies, currency gains or losses realized between the trade and settlement dates on 

securities transactions, and the difference between the amounts of dividends, income, and 

foreign withholding taxes recorded on the Wise Fund’s books and the U.S. dollar 

equivalent of the amounts actually received or paid.  Net unrealized foreign exchange 

gains and losses arise from changes in the fair values of assets and liabilities, other than 

investments in securities at fiscal period-end, resulting from changes in exchange rates. 

 

Security Transactions and Related Investment Income- Investment transactions are 

accounted for on the trade date. Realized gains and losses from security transactions are 

determined on the identified cost basis. Dividend income is recorded on the ex-dividend 

date. Withholding taxes on foreign dividends have been provided for in accordance with 

the Funds’ understanding of the applicable country’s tax rules and rates.  Net realized 

gain/(loss) on the statement of operations also includes realized gain distributions 

received from Real Estate Investment Trusts (“REITS”). Distributions of net realized 

gains are recorded on the REIT’s ex-dividend date.  Sukuk income and income from 

other investments in the Wise Fund are recorded on an accrual basis. Discounts and 

premiums on securities purchased are amortized over the life of the respective security.  

 

Federal Income Taxes- The Funds make no provision for federal income or excise tax.  

The Funds intend to qualify each year as regulated investment companies (“RICs”) under 

subchapter M of the Internal Revenue Code of 1986, as amended, by complying with the 

requirements applicable to RICs and by distributing substantially all of their taxable 

income.  The Funds also intend to distribute sufficient net investment income and net 

capital gains, if any, so that they will not be subject to excise tax on undistributed income 

and gains.  If the required amount of net investment income or gains is not distributed, 

the Funds could incur a tax expense. Therefore, no federal income tax or excise provision 

is required.  

 

The Funds recognize the tax benefits of uncertain tax positions only when the position is 

more likely than not to be sustained, assuming examination by tax authorities. 

Management has analyzed the Funds’ tax positions and concluded that no liability for 

unrecognized tax benefits should be recorded related to uncertain tax positions taken on 

returns filed for open tax years (2017-2019) or taken in the Funds’ 2020 tax returns. The 

Funds identify their major tax jurisdiction as U.S. Federal, however the Funds are not 

aware of any tax positions for which it is reasonably possible that the total amounts of 

unrecognized tax benefits will change materially in the next 12 months. 

 

The Funds recognize interest and penalties, if any, related to unrecognized tax benefits as 

income tax expense in the Statement of Operations. During the six months ended 

December 31, 2020, the Funds did not incur any interest or penalties.  
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Cash and cash equivalents – The Funds consider all highly liquid debt instruments 

having original maturities of three months or less at the date of purchase to be cash 

equivalents.  The Funds may, during the ordinary course of business, maintain account 

balances with banks in excess of federally insured limits. The Funds have not 

experienced losses on these accounts, and management believes that the Funds are not 

exposed to significant risks on such accounts. 

 

Restricted and Illiquid Securities - Each Fund may invest up to 15% of its net assets in 

securities that are considered to be illiquid. A security is considered to be illiquid if it 

cannot be sold or disposed of in the ordinary course of business within seven days at 

approximately the value at which the Fund has valued the security. Examples of illiquid 

securities include securities that have a limited trading market, securities that are sold in 

private placements without being registered for public sale under the Securities Act of 

1933, as amended (the “1933 Act”), and are therefore subject to restrictions on resale, 

and other securities that are subject to restrictions on resale. Certain restricted securities 

such as commercial paper issued under Section 4(a)(2) of the 1933 Act and domestically 

traded securities that are not registered under the 1933 Act, but are regularly traded 

among qualified institutional buyers because they are exempt from registration under 

1933 Act Rule 144A, may be treated as liquid securities by the Adviser, for purposes of 

the 15% limitation, pursuant to procedures adopted by the Board of Trustees of the Trust 

(the “Board”), which require consideration of factors such as trading activity, availability 

of market quotations and number of dealers willing to purchase the security. 

 

Redemption Fees- As of November 1, 2020, the Board approved the removal of the 

redemption fees. Prior to November 1, 2020, the Ethical Fund and the Wise Fund each 

charged a 2.00% redemption fee for shares redeemed within 90 days of investment.  

These fees were deducted from the redemption proceeds otherwise payable to the 

shareholder. The Funds retained the fees charged as an increase in paid-in capital and 

such fees became part of each Fund’s daily NAV calculation.  See Note 5. 

 

Dividends and Distributions to Shareholders- The Ethical Fund intends to distribute 

substantially all of its net investment income as dividends to their shareholders on at least 

an annual basis. Net investment income in Wise Fund, if any, is declared as dividends 

and paid monthly. The Funds intend to distribute their net realized long-term capital gains 

and their net realized short-term capital gains at least once a year.  Distributions to 

shareholders, which are determined in accordance with income tax regulations, are 

recorded on the ex-dividend date.  The treatment for financial reporting purposes of 

distributions made to shareholders during the year from net investment income or net 

realized capital gains may differ from their ultimate treatment for federal income tax 

purposes. These differences are caused primarily by differences in the timing of the 

recognition of certain components of income, expenses or realized capital gain for federal 

income tax purposes.  Where such differences are permanent in nature, they are 

reclassified in the components of the net assets based on their ultimate characterization 

for federal income tax purposes. Any such reclassifications will have no effect on net 

assets, results of operations or net asset value per share of the Funds.   Please see Note 8 

for additional information on dividends paid. 
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Estimates- The preparation of financial statements in conformity with GAAP requires 

management to make estimates and assumptions that affect the reported amounts of 

assets and liabilities and disclosure of contingent assets and liabilities at the date of the 

financial statements and the reported amounts of increases and decreases in net assets 

from operations during the reporting period.  Actual results could differ from those 

estimates. 

 

Note 3. Securities Valuations 

 

Processes and Structure 

The Board has adopted guidelines for valuing securities including in circumstances in 

which market quotes are not readily available and has delegated to the Adviser the 

responsibility for determining fair value prices, subject to review by the Board. 

 

The Board has adopted written Pricing and Valuation Procedures (the “Procedures”) 

governing the fair valuation of securities, and has delegated authority to the Adviser to 

apply those methods in making fair value determinations, subject to Board oversight. The 

Adviser has established a Valuation Committee to oversee the implementation of these 

Procedures. The Valuation Committee has the responsibility of determining the fair value 

of each of the Fund’s securities or other assets in the absence of readily available market 

quotations. The Valuation Committee also reviews the Funds’ Procedures to make sure 

they continue to be appropriate for the Funds. The Valuation Committee meets annually 

and on an as needed basis. The Valuation Committee reviews its own fair value decisions 

and reports to the Board on all fair valuation decisions that are made. The Board reviews 

all valuation decisions made by the Valuation Committee and evaluates whether the 

Valuation Committee is adhering to the Funds’ Procedures and whether the Procedures 

continue to be appropriate for the Funds.  

 

Hierarchy of Fair Value Inputs 

The Funds utilize various methods to measure the fair value of most of their investments 

on a recurring basis. GAAP establishes a hierarchy that prioritizes inputs to valuation 

techniques used to measure fair value. The three levels of inputs are as follows: 
 

• Level 1. Unadjusted quoted prices in active markets for identical assets or liabilities 

that the Funds have the ability to access. 
 

• Level 2. Observable inputs other than quoted prices included in level 1 that are 

observable for the asset or liability either directly or indirectly. These inputs may 

include quoted prices for the identical instrument on an inactive market, prices for 

similar instruments, interest rates, prepayment speeds, credit risk, yield curves, 

default rates, and similar data. 
 

• Level 3. Unobservable inputs for the asset or liability to the extent that relevant 

observable inputs are not available, representing the Funds’ own assumptions about 

the assumptions that a market participant would use in valuing the asset or liability, 

and that would be based on the best information available. 
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The availability of observable inputs can vary from security to security and is affected by 

a wide variety of factors, including, for example, the type of security, whether the 

security is new and not yet established in the marketplace, the liquidity of markets, and 

other characteristics particular to the security. To the extent that valuation is based on 

models or inputs that are less observable or unobservable in the market, the determination 

of fair value requires more judgment. Accordingly, the degree of judgment exercised in 

determining fair value is greatest for instruments categorized in level 3. 

 

The inputs used to measure fair value may fall into different levels of the fair value 

hierarchy. In such cases, for disclosure purposes, the level in the fair value hierarchy 

within which the fair value measurement falls in its entirety is determined based on the 

lowest level input that is significant to the fair value measurement in its entirety. 

 

Fair Value Measurements  

A description of the valuation techniques applied to each Fund's major categories of 

assets and liabilities measured at fair value on a recurring basis follows. 

 

Equity securities (common stock and real estate investment trusts). Securities traded on a 

national securities exchange (or reported on the NASDAQ national market) are stated at 

the last reported sales price on the day of valuation. To the extent these securities are 

actively traded, and valuation adjustments are not applied, they are categorized in level 1 

of the fair value hierarchy. Certain foreign securities may be fair valued using a pricing 

service that considers the correlation of the trading patterns of the foreign security to the 

intraday trading in the U.S. markets for investments such as American Depositary 

Receipts, financial futures, Exchange Traded Funds, and the movement of the certain 

indexes of securities based on a statistical analysis of the historical relationship and that 

are categorized in level 2. Preferred stock and other equities traded on inactive markets or 

valued by reference to similar instruments are also categorized in level 2. 

 

Sukuks. The Wise Fund invests in Sukuks. Sukuks are used to finance projects and asset 

acquisitions while avoiding the Islamic prohibition on interest. Whereas bonds represent 

a debt ownership, a sukuk certificate represents ownership or interest in a tangible asset, 

or the usufruct of an asset. They are therefore considered to be asset-based securities. 

Sukuks grant investors a proportionate beneficial ownership of the underlying asset, 

along with its associated risks and potential cash flows. Underlying assets may include, 

without limitation, real estate (developed and undeveloped), infrastructure projects, lease 

contracts and machinery and equipment. While the certificate is linked to the returns 

generated by certain assets of the issuer, the underlying assets are not pledged as security 

for the certificates, and the Wise Fund (as the investor) is relying on the creditworthiness 

of the issuer for all payments required by the Sukuk. Sukuk certificate holders share the 

risk of the underlying asset. If the assets on which sukuk are issued do not perform as 

well as expected, the sukuk investor will bear a share of the loss. Unlike conventional 

bonds, sukuks do not earn interest payments. 

 

Sukuks may be issued by international financial institutions, foreign governments and 

agencies of foreign governments and even global corporations. Like conventional bonds, 
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rating agencies rate Sukuks based on their credit quality and the issuer’s ability to pay 

investors. Sukuks receive ratings that look exactly like conventional bonds. At December 

31, 2020, 67.26% of the Wise Fund’s net assets were invested in Sukuks.  These 

instruments will be categorized as level 2 investments in the fair value hierarchy. 

 

Trade Finance Agreements.  Trade finance agreements in which the Wise Fund may 

invest consist primarily of loans or similar instruments used to finance international trade 

and related infrastructure projects, such as, for example, facilities for pre-export finance, 

process and commodities finance, receivables financing, factoring or forfeiting, trade 

credit insurance, letters of credit and other documentary credits, documentary collection, 

promissory notes, bills of exchange and other negotiable instruments.  The Wise Fund 

may invest in such investments by way of purchase, assignment, participation, guarantee, 

insurance or another financial instrument.  Trade finance agreement transactions may 

include both domestic and international transactions, and may include sellers of goods or 

services, buyers of such goods or services, intermediaries such as banks and other 

financial institutions as lenders, insurers, and other parties.    A trade finance agreement 

transaction can involve various structures.  For example, while a seller (or exporter) can 

require a purchaser (an importer) to prepay for goods shipped, the purchaser (importer) 

may wish to reduce risk by requiring the seller to document the goods that have been 

shipped. Banks, financial institutions or other lenders may assist by providing various 

forms of support, such as a letter of credit provided by the importer’s bank to the exporter 

(or the exporter's bank) providing for payment upon presentation of certain documents 

(for example, a bill of lading). The exporter's bank also may make a loan (by advancing 

funds) to the exporter on the basis of the export contract. 

 

Trade Finance agreements are located primarily in or have exposure to global emerging 

markets. As such, the Wise Fund is subject to all of the risks typical to investments 

generally made in emerging markets. In addition, the Wise Fund is subject to risks specific 

to the trade finance agreements asset class such as liquidity risk, credit rating risk, and 

counter-party risk. The Wise Fund will only invest in trade finance agreements related 

securities if it is determined that this investment is in accordance with the Wise Fund’s 

ethical investment philosophy. Trade finance agreements will be categorized as level 3 

investments in the fair value hierarchy. Trade finance agreements are considered illiquid 

securities as defined by the 1940 Act. The Wise Fund’s investments in trade finance 

agreements at December 31, 2020 represented 3.53% of the Wise Fund’s net assets.  

 

Bank Time Deposits. In a typical bank deposit, a bank raises funds to invest in various 

commercial activities from its investors. The bank and its investors both share in the 

profit and risk of loss of investment in such activities. The bank is responsible for 

monitoring the underlying investments to make sure that they will achieve the anticipated 

profit rate agreed upon in the contract on the maturity date. If the bank makes any profit 

by the maturity date, the profits are shared with investors according to a pre-agreed ratio. 

Conversely, if a loss is made, it is borne by the investors in the absence of gross 

negligence, fraud or willful default by the bank. The bank provides investors with 

monthly indicative profit rates for their investments.  Bank time deposits will be 
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categorized as level 2 investment in the fair value hierarchy. The Wise Fund’s 

investments in bank deposits represented 14.69% of its net assets at December 31, 2020. 

 

The following tables summarize the inputs used to value each Fund’s assets measured at 

fair value as of December 31, 2020: 
 

Ethical Fund Financial Instruments – Assets  
     

Categories Level 1 Level 2 Level 3 Fair Value 
     

  Common Stocks * $114,735,573 $           - $           - $114,735,573 

 $114,735,573 $           -    $           -    $114,735,573 

 

There were no significant transfers into or out of Level 1, Level 2, or Level 3 during the 

period. It is the Ethical Fund’s policy to recognize transfers into and out of Level 1, Level 

2, and Level 3 at the end of the reporting period. The Ethical Fund did not hold any 

derivative instruments at any time during the period ended December 31, 2020. 
 

Wise Fund Financial Instruments – Assets 
     

Categories Level 1 Level 2 Level 3 Fair Value 
     

  Common Stocks * $ 11,841,620 $                   -    $                 - $ 11,841,620 

  Sukuks * - 118,479,318 - 118,479,318 

  Trade Finance Agreements * - - 6,215,529 6,215,529 

  Bank Time Deposits - 25,871,174 - 25,871,174 

 $ 11,841,620 $144,350,492 $  6,215,529 $162,407,641 
 

* Industry classifications for these categories are detailed in each Fund’s Schedule of 

Investments.  

 

There were no significant transfers into or out of Level 1, Level 2 or Level 3 during the 

period. It is the Wise Fund’s policy to recognize transfers into and out of Level 1, Level 2 

and Level 3 at the end of the reporting period.  

 

Following is a reconciliation of Level 3 assets for which significant unobservable inputs 

were used to determine fair value: 

 

Investments in 

Trade Finance 

Agreements 

Balance as of 6/30/2020 $   5,587,836 

Accrued Accretion/(Amortization) - 

Change in Unrealized Appreciation/(Depreciation) 2,043 

Realized Gain/(Loss) - 

Purchases 4,381,512 

Sales (3,755,862) 

Transfers In/(Out) of Level 3 - 

Balance as of 12/31/2020 $   6,215,529 
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The Wise Fund uses a pricing service to provide price evaluations for Level 3 Trade 

Finance Agreements. The values supplied by the pricing service under this agreement are 

determined by market quotations where such quotations are available, fair value where 

market quotations are not available. Unless otherwise stated the valuations are marked 

Mid-Market for each transaction and are derived from proprietary models. The 

quantitative unobservable inputs used by the pricing service are proprietary and not 

provided to the Wise Fund and therefore the disclosure that would address these inputs is 

not included above. 

 

Note 4.  Transactions with the Adviser and Affiliates 

Advisory Agreement - Azzad Asset Management, Inc. (the "Adviser") under an advisory 

agreement with the Trust, furnishes management and investment advisory services and, 

subject to the supervision of the Board, directs the investments of the Trust in accordance 

with the Funds’ investment objectives, policies and limitations. For this service, the 

Adviser receives a monthly management fee at the annual rate of 0.80% and 1.19% of the 

average daily net assets for the Ethical Fund and Wise Fund, respectively.    

 

For the six months ended December 31, 2020, the Adviser earned $441,688 and $952,460 

in advisory fees for the Ethical Fund and Wise Fund, respectively. At December 31, 

2020, the Adviser was owed $62,878 and $144,495 in advisory fees for the Ethical Fund 

and Wise Fund, respectively.  

 

The Funds’ Adviser has agreed to contractually waive all or a portion of its fees or 

reimburse the Funds for certain operating expenses, to the extent necessary to limit each 

Fund’s net annual operating expenses (excluding brokerage costs; borrowing costs, 

including without limitation dividends on securities sold short; taxes; indirect expenses, 

such as expenses incurred by other investment companies in which the Funds invest; and 

litigation and other extraordinary expenses) to 0.99% and 1.29%, for Ethical Fund and 

Wise Fund, respectively, of average daily net assets for a five year period ending 

December 1, 2023. Any waiver or reimbursement of operating expenses by the Adviser is 

subject to repayment by the respective Fund within three years after such reimbursement 

or waiver occurred, if the Board approves such reimbursement and the Fund is able to 

make the repayment without exceeding the expense limitations in place at the time of the 

waiver or reimbursement occurred and any expense limitation is in place. For the six 

months ended December 31, 2020, the Adviser waived fees of $95,189 for the Ethical 

Fund and $106,957 for the Wise Fund. 

 

The Adviser will be entitled to reimbursement of fees waived or reimbursed by the 

Adviser to the Funds.  Fees waived or expenses reimbursed during a given year may be 

paid to the Adviser during the following three-year period to the extent that payment of 

such expenses does not cause the Funds to exceed the expense limitation.  As of June 30, 

2020, the unreimbursed amounts paid or waived by the Adviser on behalf of the Ethical 

Fund and Wise Fund are $400,103 and $522,992, respectively.  As of June 30, 2020, 

amounts subject to future recoupment are as follows: 
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Fiscal Year Ended 

Recoverable in 

Fiscal Year Ending Ethical Fund Wise Fund 

June 30, 2018 June 30, 2021 $ 122,831 $ 163,096 

June 30, 2019 June 30, 2022 $ 130,603 $ 170,492 

June 30, 2020 June 30, 2023 $ 146,669 $ 189,404 

 

Sub-advisory Agreement – The Adviser entered into a Sub Advisory Agreement with 

Federated Investors, Inc. (“Sub-Adviser”, “Federated”) on March 10, 2014, on behalf of 

the Wise Fund. The sub-advisory fee paid to Federated is paid by the Adviser, not the 

Wise Fund and therefore does not impact the fees paid by the Wise Fund. The Wise Fund 

receives additional research services and investment management expertise, from a 

reputable investment manager without any additional expense to the Wise Fund. For the 

six months ended December 31, 2020 Federated earned $258,604 in sub-advisory fees for 

the Wise Capital Fund. 

 

Administrative Agreement - The Funds have an Administrative Agreement with the 

Adviser.  Pursuant to the Administrative Agreement, the Adviser, subject to the overall 

supervision and review of the Board, provides administrative services to the Funds, 

provides the Funds with office space, facilities and business equipment, and provides the 

services and clerical personnel for administering the affairs of the Funds.  As such, each 

of the Funds pays the Adviser $750 per month, per Fund. For the six months ended 

December 31, 2020, the Adviser earned $4,536 per each Fund for administrative services 

pursuant to the agreement from the Ethical Fund and the Wise Fund.  As of December 31, 

2020, the Ethical Fund and the Wise Fund owed the Adviser $764, respectively, in 

administrative fees.  

 

Note 5.  Capital Share Transactions 

Each Fund is authorized to issue an unlimited number of shares. There is no par-value on 

the capital stock. 

 

The following is a summary of capital share activity for the six months ended December 

31, 2020 and year ended June 30, 2020: 

 

Ethical Fund Six Months Ended 12/31/2020 Year Ended 6/30/2020 

 Shares Amount Shares Amount 

Shares Sold 684,405 $  11,859,756 1,669,495 $  23,627,573 

Shares issued in 

reinvestment of 

distributions 197,488 3,619,965 195,991 2,879,108 

Redemption fees - 163 - 1,006 

Shares redeemed  (650,450)   (11,000,747)  (1,339,177)   (19,235,952) 

       Net Increase        231,443  $    4,479,137       526,309  $    7,271,735 

 

As of December 31, 2020, paid-in-capital totaled $79,246,311. 
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The following is a summary of capital share activity for the six months ended December 

31, 2020 and year ended June 30, 2020: 

 

Wise Fund Six Months Ended 12/31/2020 Year Ended 6/30/2020 

 Shares Amount Shares Amount 

Shares Sold 4,839,448 $ 52,386,268 6,671,401 $ 70,713,082 

Shares issued in 

reinvestment of 

distributions 23,606 255,836 61,415 650,884 

Redemption fees - 68 - 434 

Shares redeemed  (2,909,436)  (31,421,513)  (5,753,398)  (60,684,919) 

       Net Increase     1,953,618 $  21,220,659        979,418 $  10,679,481 

 

As of December 31, 2020, paid-in-capital totaled $168,154,890. 

 

As of November 1, 2020, the Board approved the removal of the redemption fees. Prior 

to November 1, 2020, shareholders of the Funds were subject to a Redemption Fee on 

redemptions and exchanges equal to 2.00% of the net asset value of Fund shares 

redeemed within 90 days after their purchase. The tables above reflect the redemption 

fees collected from shareholders of the Ethical and Wise Funds, respectively, and 

reclassified to paid-in-capital.  

 

Note 6. Investment Transactions 

For the six months ended December 31, 2020, purchases and sales of investment 

securities other than short-term investments aggregated $40,501,235 and $41,247,578, 

respectively, for the Ethical Fund. For the six months ended December 31, 2020, the 

totals were $32,566,483 and $12,448,438, respectively, for the Wise Fund.  

 

Note 7. Concentration of Risk 

The Wise Fund invests in securities of non-U.S. and U.S. issuers.  Political or economic 

developments may have an effect on the liquidity and volatility of portfolio securities and 

currency holdings.  As of December 31, 2020, the diversification of countries was as 

follows: 

 

 

Country 

Percentage 

of Net Assets 

Cayman Islands 35.13% 

Malaysia 10.27% 

Indonesia 7.63% 

Bahrain 7.13% 

United States 6.13% 

Saudi Arabia 5.32% 

Qatar 5.27% 

Kuwait 2.49% 

United Arab Emirates 2.48% 

Jersey 2.09% 
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Turkey 1.99% 

Oman 1.84% 

Egypt 1.84% 

Tunisia 1.17% 

Ireland 0.59% 

Pakistan 0.58% 

Burkina Faso 0.13% 

Djibouti 0.12% 

 

Investing in foreign securities involves risks not typically associated with U.S. 

investments, including, among others, adverse fluctuations in foreign currency values as 

well as adverse political, social, and economic developments affecting a foreign country, 

less publicly available information, more volatile or less liquid securities markets, 

restrictions on receiving the investment proceeds from a foreign country, foreign tax 

laws, potential difficulties in enforcing contractual obligations, less revealing accounting 

practices, inadequate or irregular regulation, and more volatile performance. Foreign 

financial markets may also have fewer investor protections. Foreign companies may also 

receive less coverage than U.S. companies by market analysts and the financial press. 

These factors may prevent the Wise Fund and the Adviser from obtaining information 

concerning foreign companies that is as frequent, extensive, and reliable as the 

information available concerning companies in the United States. There is also the risk of 

confiscation, taxation, currency blockage, or political or social instability. 

 

Changes in the laws of the Cayman Islands, under which the Wise Fund invests could 

negatively affect the Wise Fund and its shareholders. For example, the Cayman Islands 

does not currently impose any income, corporate or capital gains tax, estate duty, 

inheritance tax, gift tax or withholding tax on entities organized in the Cayman Islands in 

which the Wise Fund may invest. If Cayman Islands law changes such that a Cayman 

Islands entity must pay Cayman Islands taxes, Wise Fund shareholders would likely 

suffer decreased investment returns. Further, entities organized in the Cayman Islands are 

generally not registered under the 1940 Act and is not subject to all of the investor 

protections of the 1940 Act. 

 

Note 8.  Tax Matters 

As of December 31, 2020, the tax basis components, unrealized appreciation 

(depreciation) and cost of investment securities were as follows: 

 

 Ethical Fund Wise Fund 

Federal tax cost of investments, including 

short-term investments  

$ 71,715,892 $154,254,267 

   

Gross tax appreciation of investments $ 43,500,227 $   8,234,536 

Gross tax depreciation of investments $   (480,546) $     (81,462) 

Net tax appreciation  $ 43,019,681 $   8,153,074 
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Income and long-term capital gain distributions are determined in accordance with 

Federal income tax regulations, which may differ from accounting principles generally 

accepted in the United States. The Funds’ tax basis capital gains and losses and 

undistributed ordinary income are determined at the end of each fiscal year. As of June 

30, 2020 the Funds’ most recent fiscal year-end, components of distributable earnings on 

a tax basis were as follows: 

 

 Ethical Fund Wise Fund 

Unrealized appreciation on investments $ 26,150,688 $ 3,836,105 

Undistributed ordinary income 25,816 15,761 

Undistributed realized gains          102,817       248,135 

 $ 26,279,321 $ 4,100,001 

 

The Wise Fund utilized $48,820 of capital loss carryforwards during the fiscal year ended 

June 30, 2020. 

 

The Funds paid the following distributions for the six months ended December 31, 2020 

and year ended June 30, 2020: 

 

Ethical Fund   

Six Months Ended $ Amount Tax Character 

12/31/2020 $      25,817 Ordinary Income 

12/31/2020 $ 6,530,933 Long-Term Capital Gain 

   

Year Ended $ Amount Tax Character 

6/30/2020 $    417,110 Ordinary Income 

6/30/2020 $ 5,257,234 Long-Term Capital Gain 

 

Wise Fund   

Six Months Ended $ Amount Tax Character 

12/31/2020 $    790,790 Ordinary Income 

12/31/2020 $    248,133 Long-Term Capital Gain 

   

Year Ended $ Amount Tax Character 

6/30/2020 $ 2,404,247 Ordinary Income 

 

Note 9.  Distribution Plan  

The Funds maintain that certain Amended and Restated Distribution Plan (the “Plan”) 

pursuant to Rule 12b-1 under the 1940 Act, that allows each Fund to pay distribution 

expenditures incurred in connection with the sale and promotion of such Fund and the 

furnishing of services to shareholders of the Fund.  The Plan provides that the Fund may 

pay up to a maximum on an annual basis of 0.15% and 0.05% of the average daily value 

of the net assets of Ethical Fund and Wise Fund, respectively.  Under the Plan,  permitted 

expenditures include: (a) payments, including incentive compensation, to securities 

dealers or other financial intermediaries, financial institutions, investment advisers and 

others that are engaged in the sale of Shares, or that may be advising shareholders of the 
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Fund regarding the purchase, sale or retention of Shares; (b) payments, including 

incentive compensation, to securities dealers or other financial intermediaries, financial 

institutions, investment advisers and others that hold Shares for shareholders in omnibus 

accounts or as shareholders of record or provide shareholder support or administrative 

services to the Fund’s shares and their shareholders; (c) expenses of maintaining 

personnel (including personnel of organizations with which the Trust has entered into 

agreements related to the Plan) who engage in or support distribution of Shares or who 

render shareholder support services, including, but not limited to, allocated overhead, 

office space and equipment, telephone facilities and expenses, answering routine 

inquiries regarding the Trust, processing shareholder transactions, and providing such 

other shareholder services as the Trust may reasonably request; (d) costs of preparing, 

printing and distributing prospectuses and statements of additional information and 

reports for each Fund’s shares for recipients other than existing shareholders; (e) costs of 

formulating and implementing marketing and promotional activities, including, but not 

limited to, sales seminars, direct mail promotions and television, radio, newspaper, 

magazine and other mass media advertising; (f) costs of preparing, printing and 

distributing sales literature; (g) costs of obtaining such information, analyses and reports 

with respect to marketing and promotional activities as the Trust may, from time to time, 

deem advisable; and (h) costs of implementing and operating the Plan. The Trust is 

authorized to engage in the activities listed above, and in any other activities related to 

the distribution of Shares, either directly or through other persons with which the Trust 

has entered into agreements related to the Plan.  Because these expenses are paid out of 

each Fund’s respective assets on an ongoing basis, over time these expenses may increase 

the cost of a shareholder’s investment and may cost a shareholder more than paying other 

types of sales charges.  For the six months ended December 31, 2020, the Ethical Fund 

incurred $82,817 in distribution fees and the Wise Fund incurred $40,019 in distribution 

fees.   

 

Note 10.  Control and Ownership 

The beneficial ownership, either directly or indirectly, of more than 25% of the voting 

securities of a Fund creates a presumption of control of the funds under Section 2(a)(9) of 

the 1940 Act.  As of December 31, 2020, Folio Investments, Inc. (“Folio”), in aggregate, 

owned approximately 42% and 73% of the shares of the Ethical Fund and the Wise Fund, 

respectively, for the benefit of others. As a result, Folio may be deemed to control both 

Funds. 

 

Note 11.  Indemnifications 

In the normal course of business, each Fund enters into contracts that contain general 

indemnification to other parties. A Fund’s maximum exposure under these contracts is 

unknown as this would involve future claims that may be made against the Fund that 

have not yet occurred. The Funds expect the risk of loss to be remote.  

 

Note 12. Market Risk 

Overall market risks may affect the value of the Funds. Factors such as domestic 

economic growth and market conditions, interest rate levels and political events affect the 

securities markets. Local, regional or global events such as war, acts of terrorism, the 
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spread of infectious illness or other public health issue, recessions and depressions, or 

other events could have a significant impact on the Fund and its investments and could 

result in increased premiums or discounts to the Fund’s net asset value, and may impair 

market liquidity, thereby increasing liquidity risk. The Funds could lose money over short 

periods due to short-term market movements and over longer periods during more 

prolonged market downturns.  During a general market downturn, multiple asset classes 

may be negatively affected. Changes in market conditions and interest rates can have the 

same impact on all types of securities and instruments.  

 

Impact of COVID-19 – An outbreak of infectious respiratory illness caused by a novel 

coronavirus known as COVID-19 was first detected in China in December 2019 and has 

now been detected globally. This coronavirus has resulted in travel restrictions, closed 

international borders, enhanced health screenings at ports of entry and elsewhere, 

disruption of and delays in healthcare service preparation and delivery, prolonged 

quarantines, cancellations, supply chain disruptions, and lower consumer demand, as well 

as general concern and uncertainty. The impact of COVID-19, and other infectious illness 

outbreaks that may arise in the future, could adversely affect the economies of many 

nations or the entire global economy, individual issuers and capital markets in ways that 

cannot necessarily be foreseen. In addition, the impact of infectious illnesses in emerging 

market countries may be greater due to generally less established healthcare systems. 

Public health crises caused by the COVID-19 outbreak may exacerbate other pre-existing 

political, social and economic risks in certain countries or globally. The duration of the 

COVID-19 outbreak and its effects cannot be determined with certainty. 

 

Note 13. Subsequent Events 

As of January 1, 2021, the Adviser has voluntarily reduced its annual management fee to 

0.80% of the average daily net assets for the Wise Fund, and has lowered its total annual 

fund operating expenses after fee waiver and/or expense reimbursement to 0.89% of 

average daily net assets of the Wise Fund.  This voluntary waiver will continue until at 

least October 31, 2021. 

 

The Trust held a Special Meeting (the “Special Meeting”) of its shareholders on 

December 28, 2020 for the purposes of: (i) approving a new sub-advisory agreement 

between the Adviser and Ivy Investment Management Company (“IICO”), with respect 

to the Ethical Fund; and (ii) approving a “manager of managers” structure whereby the 

Adviser would be able to hire and replace unaffiliated sub-advisers without shareholder 

approval for both Funds. 

  

At the close of business October 30, 2020, the record date for the Special Meeting, there 

were 6,346,473 outstanding shares of the Ethical Fund and 14,849,085 outstanding shares 

of the Wise Fund. Shares represented in person and by proxy at the Special Meeting 

equaled 51.66% of the outstanding shares of the Ethical Fund and 76.62% of the Wise 

Fund. Therefore, a quorum was present for both Funds. 
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With respect to approval of the new sub-advisory agreement between the Adviser and 

IICO, with respect to the Ethical Fund, the following votes were cast:  

 

For Approval 99.56% 

Against Approval 0.29% 

Abstained 0.15% 

  

With respect to approval of a “manager of managers” structure, the following votes were 

cast: 

 

Ethical Fund  

For Approval 99.11% 

Against Approval 0.79% 

Abstained 0.10% 

 

Wise Fund  

For Approval 99.93% 

Against Approval 0.05% 

Abstained 0.02% 

 

As of January 1, 2021, IICO serves as the sub-adviser to the Ethical Fund. Under a sub-

advisory agreement between the Adviser and IICO, IICO earns an annual sub-advisory 

fee equal to a flat fee of 0.25% of the Ethical Fund’s average daily net assets. The sub-

advisory fee is paid out of the annual management fee the Adviser receives, not directly 

by the Ethical Fund.  

 

On January 29, 2021, the Wise Fund paid shareholders of record at January 28, 2021, a 

net investment income distribution of $129,384, equivalent to $0.007723 per share. 

Management has evaluated the impact of all subsequent events through the date the 

financial statements were available to be issued and has determined that there were no 

additional subsequent events requiring disclosure in the financial statements for the 

Funds. 
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 Expense Example 

As a shareholder of the Funds, you incur two types of costs: (1) transaction costs, including 

redemption fees and exchange fees; and (2) ongoing costs, including management fees; distribution 

(12b-1) fees; and other Fund expenses. This example is intended to help you understand your 

ongoing costs (in dollars) of investing in the Fund and to compare these costs with the ongoing costs 

of investing in other mutual funds. 

 

The Examples are based on an investment of $1,000 invested at the beginning of the period and held 

for the entire period, July 1, 2020 through December 31, 2020. 

 

Actual Expenses 

The first line of the table below provides information about actual account values and actual 

expenses. You may use the information in this line, together with the amount you invested, to 

estimate the expenses that you paid over the period. Simply divide your account value by $1,000 (for 

example, an $8,600 account value divided by $1,000 = 8.6), then multiply the result by the number 

in the first line under the heading entitled "Expenses Paid During the Period" to estimate the 

expenses you paid on your account during this period. 

 

Hypothetical Example for Comparison Purposes 

The second line of the table below provides information about hypothetical account values and 

hypothetical expenses based on the Funds' actual expense ratio and an assumed rate of return of 5% 

per year before expenses, which is not the Funds' actual return. The hypothetical account values and 

expenses may not be used to estimate the actual ending account balance or expenses you paid for the 

period. You may use this information to compare the ongoing costs of investing in these Funds and 

other funds. To do so, compare this 5% hypothetical example with the 5% hypothetical examples 

that appear in the shareholder reports of the other funds. 

 

 Ethical Fund    

 

Beginning  

Account Value 

Ending  

Account Value 

Expenses Paid 

During the Period* 

 July 1, 2020 December 31, 2020 

July 1, 2020 to 

December 31, 2020 

    

Actual $1,000.00  $1,240.55  $5.58  

Hypothetical    

 (5% Annual Return before expenses) $1,000.00  $1,020.16  $5.03  
    

* Expenses are equal to the Fund's annualized expense ratio of 0.99%, multiplied by the average account value over the 

period, multiplied by 184/366 (to reflect the one-half year period). 
 

    

Wise Fund    

 

Beginning  

Account Value 

Ending  

Account Value 

Expenses Paid 

During the Period* 

 July 1, 2020 December 31, 2020 

July 1, 2020 to 

December 31, 2020 

    

Actual $1,000.00  $1,030.90  $6.59  

Hypothetical    

 (5% Annual Return before expenses) $1,000.00  $1,018.65  $6.55  
    

* Expenses are equal to the Fund's annualized expense ratio of 1.29%, multiplied by the average account value over the 

period, multiplied by 184/366 (to reflect the one-half year period). 
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PROXY VOTING POLICY 

 

A description of the policies and procedures that the Funds use to determine how to vote 

proxies relating to portfolio securities and information regarding how the Funds voted those 

proxies during the most recent twelve month period ended June 30, are available without 

charge upon request by calling the Funds at 1-888-350-3369 and from Fund documents filed 

with the Securities and Exchange Commission (“SEC”) on the SEC’s website at www.sec.gov. 

 

PORTFOLIO HOLDINGS 

  

The Funds file their complete schedule of portfolio holdings with the Securities and Exchange 

Commission ("SEC") for the first and third quarters of each fiscal year on Form N-PORT. The 

Funds’ Form N-PORT is available on the SEC's web site at http://www.sec.gov. The Funds’ 

Form N-PORT may also be reviewed and copied at the SEC's Public Reference Room in 

Washington, DC. Information on the operation of the Public Reference Room may be obtained 

by calling 1-800-732-0330. The information on Form N-PORT is available without charge, 

upon requests, by calling (888) 350-3369. 

 

STATEMENT OF ADDITIONAL INFORMATION 

 

The Funds’ Statement of Additional Information ("SAI") includes additional information about 

the Trustees and is available, without charge, upon request.  You may call toll-free (888) 350-

3369 to request a copy of the SAI or to make shareholder inquiries. 

 

LIQUIDITY RISK MANAGEMENT PROGRAM  

 

The Funds have adopted and implemented a written liquidity risk management program as 

required by Rule 22e-4 (the “Liquidity Rule”) under the Investment Company Act. The 

program is reasonably designed to assess and manage the Funds’ liquidity risk, taking into 

consideration, among other factors, the Funds’ investment strategy and the liquidity of its 

portfolio investments during normal and reasonably foreseeable stressed conditions; its short 

and long-term cash flow projections; and its cash holdings and access to other funding sources. 

 

During the fiscal year ended June 30, 2020, the Trust’s Liquidity Risk Management Program 

Committee (the “Committee”) reviewed the Funds’ investments and determined that the Funds 

held adequate levels of cash and highly liquid investments to meet shareholder redemption 

activities in accordance with applicable requirements. Accordingly, the Committee concluded 

that (i) the Funds’ liquidity risk management program is reasonably designed to prevent 

violations of the Liquidity Rule and (ii) the Funds’ liquidity risk management program has 

been effectively implemented. 
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SUB-ADVISORY AGREEMENT APPROVAL 

 

In connection with a meeting held on August 18, 2020, the Board, including a majority of the 

Trustees who are not “interested persons” as that term is defined by the Investment Company 

Act of 1940, as amended, discussed the approval of a sub-advisory agreement between the 

Adviser and Ivy Investment Management Company (“IICO”), with respect to the Ethical Fund.  

In considering the approval of the sub-advisory agreement, the Trustees requested and 

received materials specific to the sub-advisory agreement, as well as, the services provided to 

the Ethical Fund under the agreement. 

 

The Board also requested and received various informational materials including, without 

limitation: (i) documents containing information about IICO, including financial information, a 

description of personnel and the proposed services to be provided to the Ethical Fund, 

information on investment advice and performance; (ii) comparative expense and performance 

information for other mutual funds with strategies similar to the Ethical Fund; and (iii) benefits 

to be realized by IICO from its relationship with the Ethical Fund. 

 

In considering the sub-advisory agreement, the Board, including the Independent Trustees, did 

not identify any single factor as all-important or controlling in their decision. In reaching their 

decision to approve the sub-advisory agreement, the Board considered the factors enumerated 

below. 

 

SUB-ADVISORY AGREEMENT WITH IICO INVESTMENT MANAGEMENT CO. 

WITH RESPECT TO AZZAD ETHICAL FUND 

 

1.   Nature, Quality and Extent of the Services Provided to the Funds 

 

The Trustees noted that IICO was founded in 2002 and had mid-cap growth strategy 

assets under management of approximately $7.3 billion as of December 31, 2020.  The 

Trustees reviewed the background information of the key investment personnel and noted their 

considerable financial industry experience. The Trustees discussed IICO’s bottom-up research 

approach to investing and noted that IICO’s mid cap growth strategy seeks to achieve its 

objective by investing primarily in common stocks of mid-capitalization companies that IICO 

believes are high quality and/or offer above-average growth potential. They noted that as sub-

adviser for Ethical Fund, IICO would provide daily investment recommendations with respect 

to the IICO mid-cap growth strategy to the Adviser through model delivery.  The Trustees 

noted that the Adviser would execute trades based on IICO’s models.  The Trustees noted that 

IICO was an affiliate of Waddell & Reed Financial, Inc., a publicly traded company with 

approximately $68 billion in assets under management (“Waddell”) as of June 30, 2020 and 

that IICO was able to leverage many of Waddell’s policies and procedures with respect to 

services that IICO would provide to Ethical Fund, including business continuity and corporate 

infrastructure.  They acknowledged IICO’s strong culture of compliance and noted that there 

had been no recent or pending litigation or SEC exams that would impact IICO or the 

proposed services to Ethical Fund. The Trustees noted that IICO’s $65 million insurance 

coverage was sufficient.  The Board concluded that it was satisfied with the nature, extent and 

quality of the proposed sub-advisory services to be provided by IICO.  
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2.  Investment Performance of the Ethical Fund and the Adviser 

 

The Trustees noted that although IICO had not yet provided sub-advisory services to 

Ethical Fund, the historical performance for IICO’s mid-cap growth strategy (the “IICO 

Model”) should be considered.  The Trustees observed that the IICO Model had significantly 

outperformed its Morningstar category average and its benchmark, the Russell Mid Cap 

Growth TR USD over the 1-year, 5-year and ten-year periods through June 30, 2020.  The 

Trustees reviewed historical IICO Model commentary and considered IICO’s explanation for 

the IICO Model outperformance.  They considered Ethical Fund’s strategy and discussed the 

complementary services and benefits that IICO’s mid-cap growth strategy model may provide 

to the Ethical Fund. After discussion, the Trustees concluded that IICO was qualified, and 

should be allowed the opportunity to provide mid-cap growth model recommendations to the 

Adviser. 

 

3.  Fees and Expenses  

 

The Trustees acknowledged that IICO’s sub-advisory fee would be paid by the 

Adviser, from the advisory fee and not directed by the Ethical Fund. The Trustees considered 

the fees that IICO charges for similar sub-advisory services ranges from 0.40% to 0.45%, 

based on assets under management, and noted that IICO had granted the Adviser a reduction 

from its standard fee to 0.25% in return for the Adviser screening and executing trades for the 

Ethical Fund. The Trustees concluded that IICO’s proposed sub-advisory fees were 

reasonable.  

 

4.  Profitability  

 

The Trustees considered the estimated profitability to be realized by IICO in 

connection with its sub-advisory services to the Ethical Fund and whether the amount of profit 

was a fair entrepreneurial profit with respect to the services to be provided to the Ethical Fund. 

The Board concluded that excessive profitability was not an issue with IICO at current asset 

and allocation levels and the Board would further evaluate profitability in the future.  

  

5.  Economies of Scale  

 

The Trustees considered whether IICO was likely to achieve economies of scale 

with respect to the sub-advisory services provided to the Ethical Fund.  The Trustees agreed 

that economies, with respect to the overall Ethical Fund fees and expenses, was primarily an 

Ethical Fund-level issue and should be considered with respect to the Ethical Fund’s overall 

investment advisory agreement and advisory fee. 

 

 

6.  Conclusion 

 

Having requested and received such information from IICO as the Trustees believed 

to be reasonably necessary to evaluate the terms of the sub-advisory agreement, and as assisted 

by the advice of counsel, the Trustees concluded that the sub-advisory fee structure was not 

unreasonable and that approval of the sub-advisory agreement was in the best interests of 

shareholders of the Ethical Fund. 
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This report is provided for the general information of the shareholders of the Azzad 

Funds. This report is not intended for distribution to prospective investors in the Funds, 

unless preceded or accompanied by an effective prospectus. 


