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Independent Auditor’'s Report

To the Board of Trustees

THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF
GLOBAL DIALOGUE AND DEMOCRACY (MIFTAH)

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of the Palestinian Initiative for the Promotion of Global
Dialogue and Democracy (hereinafter "MIFTAH"), which comprise the statement of financial position
as of December 31, 2021, statement of activities, statement of changes in net assets and the
statement of cash flows for the year then ended, and a summary of significant accounting policies
and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of MIFTAH as of December 31, 2021, its financial performance and its cash flows
for the year then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of MIFTAH in accordance
with the International Code of Ethics for Professional Accountants (including International
Independence Standards) (IESBA Code), and we have fulfilled our other ethical responsibilities in
accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Other Matters
The prior year financial statements were audited by another auditor who issued an unqualified opinion
in his report dated on May 25, 2021.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with IFRSs, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the financial statements, management is responsible for assessing MIFTAH’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate MIFTAH or to cease
operations, or has no realistic alternative but to do so. The Board of Directors is responsible for
overseeing MIFTAH's financial reporting process.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISA’s, we exercise professional judgement and maintain
professional skepticism throughout the audit.

We also,

e Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than the one resulting from
error, as fraud may involve collusion, forgery, intentional omission, misrepresentations, or the
override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

» Conclude on the appropriateness of management’s use of the going concern basis of accounting
and based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the MIFTAH's ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause MIFTAH to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
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We also inform management and those charged with governance with a statement showing our
compliance with the rules of professional conduct related to independence, and we communicate
with them regarding all matters and other matters that may reasonably affect our independence
and the related protection measures when appropriate.

Sl oL i

Deloitte & Touche (M.E.)

Ramallah- Palestine

Raed Abu Eletham, CPA
License no. (109/2002)

April 28, 2022



THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL

DIALOGUE AND DEMOCRACY (MIFTAH)

Statement of Financial Position
As of December 31, 2021

Assets

Current Assets

Cash on hand and deposits with banks
Contributions receivable

Other current assets

Total Current assets

Non-Current Assets

Right of use assets- Long term
Property and equipment
Total Non Current Assets
Total Assets

Liabilities and Net Assets
Liabilities

Current Liabilities
Payables and accruals

Lease Liabilities- Short term
Total Current Liabilities

Non-Current Liabilities

Deferred revenues

Provision for employees’ indemnity
Lease Liabilities - Long Term

Total Non-Current Liabilities
Total Liabilities

Net Assets

Unrestricted net assets

Board of directors designated fund
Temporarily restricted contributions
Invetment in Property and equipment
Total Net Assets

Total Liabilities and Net Assets

Notes

12
14

13
10

2020
(Adjusted

2021 Note 17)

UsD usb
1,038,363 1,203,209
1,742,786 1,356,430
95,655 102,527
2,876,804 2,662,166
53,312 79,969
33,206 31,296
86,518 111,265
2,963,322 2,773,431
121,358 137,578
21,490 32,876
142,848 170,454
33,206 31,296
230,549 204,296
50,847 60,950
314,602 296,542
457,450 466,996
200,154 284,858
446,309 376,295
1,826,203 1,613,986
33,206 31,296
2,505,872 2,306,435
2,963,322 2,773,431

The Accompanying Notes Form an Integral Part of These Financial Statements.
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THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL

DIALOGUE AND DEMOCRACY (MIFTAH)

Statement of Cash Flows
For the Year ended December 31, 2021

Cash Flows from Operating activities

Grants Received from Donors

Other Revenues Received

Cash Paid to Suppliers and Employees

Cash Flows (Used in) Generated from Operating Activities

Cash Flows from Investing Activities
Purchase of property and equipment
Cash Flows (Used in) Investing Activities

Cash Flows from Financing Activities
Cash Paid from Lease Liability

Interest on lease liability

Cash Flows (Used in) Financing Activities

(Decrease) in Cash and Banks During the Year
Cash at Banks at Beginning of Year
Cash at Banks at End of Year

Adjustments to Reconcile Change in Net Assets to

Net Cash Flows (Used in) Generated from Operating Activities

Change in net assets for the year
Interest Revenue

Depreciation

Right of use assets amortization
Deferred revenues recognized
Payments for employees' staff benefits
Contributions receivable

Other current assets

Write off contributions

Accounts payable and accruals
Employees’ indemnity paid

Cash Flows (Used in) Generated from Operating Activities

2021 2020
usD UsD
1,229,672 1,069,523
18,353 107,211
(1,379,435) (1,174,157)
(131,410) 2,577
(11,947) (26,164)
(11,947) (26,164)
(25,500) (25,500)
4,011 5,216
(21,489) (20,284)
(164,846) (43,871)
1,203,209 1,247,080
1,038,363 1,203,209
218,188 976,650
10,229 9,885
10,037 5,055
26,657 26,657
(10,037) (5,055)
28,771 37,937
(386,356) (993,285)
6,872 (72,134)
(17,033) (11,297)
(16,220) 29,850
(2,518) (1,686)
(131,410) 2,577

The accompanying notes constitute an integral part of these financial statements.



THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL DIALOGUE AND
DEMOCRACY (MIFTAH)

Notes to the Financial Statements
For the Year Ended December 31, 2021

1. General

The Palestinian Initiative for the Promotion of Global Dialogue and Democracy (MIFTAH) was
established in December 1998 as a non-governmental non-partisan Jerusalem-based
institution dedicated to fostering democracy and good governance within the Palestinian
society through promoting public accountability, transparency, the free flow of information
and ideas, and challenging of stereotyping at home and abroad. MIFTAH’s aim is to serve as
a Palestinian platform for global dialogue and cooperation guided by the principles of
democracy, human rights, gender equity, and participatory governance. To this end, MIFTAH
undertakes the pro-active generation and presentation of policy proposals and the focused
dissemination of reliable information. Since its establishment, MIFTAH has established the
cogency of its positions in Palestine and in the region and has formulated long and short-
term policies and strategies to deal with particular pressing issues. Through networking with
like-minded organizations locally, regionally and internationally, and with Palestinian
expatriate communities, MIFTAH maintains lasting relationships and partnerships in pursuit
of a common vision of dialogue and democracy.

MIFTAH's financial statements as at December 31, 2021 were approved by the General
Assembly on April 19, 2022,

2. Application of new and revised International Financial Reporting Standards
("IFRSs™)

In the current year, MIFTAH’s management considered all new and revised Standards and
Interpretations issued by the International Accounting Standards Board (IASB) and the
International Financial Reporting Interpretations Committee (IFRIC) of IASB, relevant to its
activities, that were issued and effective for annual reporting periods ending on December
31, 2021,

At the date of these financial statements, there was a combination of standards and
amendments to IFRSs that are applicable in subsequent years. The management believes
that these standards and their interpretations will be applied in the financial statements of
the organization according to the dates of their effectiveness, and that this application has
no effect on the financial statements of the organization in the initial application stage.

3. Summary of Significant Accounting Policies

Statement of Compliance

The financial statements have been prepared on the accrual basis of accounting and in
accordance with International Financial Reporting Standards.



THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL DIALOGUE AND
DEMOCRACY (MIFTAH)

Notes to the Financial Statements
For the Year Ended December 31, 2021

3. Summary of Significant Accounting Policies (continued)

3.1 Basis of Preparation of Financial Statements

The financial statements have been prepared on the accrual basis of accounting and in
conformity with International Financial Reporting Standards (IFRSs).

Net assets and revenues, expenses, gains and losses are classified based on the existence or
absence of donor-imposed restrictions. In order to ensure observance of limitations and
restrictions placed on the use of the available resources, the accounts are maintained in
accordance with the principles of fund accounting. Accordingly, net assets of MIFTAH and
changes therein are classified and reported as follows:

Unrestricted net assets - Net assets whose use by MIFTAH is not subject to donor-
imposed restrictions.

Temporary restricted net assets - Net assets whose use by MIFTAH is limited by donor-
imposed stipulations that either expire by passage of time or can be fulfilled and released
by actions of MIFTAH pursuant to those donor-imposed stipulations.

Investment in Property, Plant and Equipment represents unrestricted fund invested
in fixed assets.

Revenues are reported as increases in unrestricted net assets unless their use is limited
by donor-imposed restrictions. When a donor restriction expires, that is, when a stipulated
time restriction ends or purpose restriction is accomplished, temporarily restricted net
assets are classified as unrestricted net assets and reported as net assets released from
restrictions.

The statement of activities is a statement of financial activities related to the current period, it
is not a performance measure and does not purport to present the net income or loss for the
period as would a statement of income for a business enterprise.

The statement of activities includes certain prior-year summarized comparative in total but not
by net asset class, i.e. in respect to restrictions and accordingly, such information should be
read in conjunction with MIFTAH's financial statements for the prior year from which the
summarized information was derived in order to have sufficient details in conformity with
International Financial Reporting Standards.

3.2 Contributions and Grants:

Unconditional Grants and Grants with stipulations that are expected to be met are recognized
as increases in temporarily restricted funds and are released to unrestricted funds over the
periods necessary to match them with the costs for which they are intended to compensate, on
a systematic basis.

Amounts received under conditional grants whose conditions are based on future events and
actions are deferred and presented under current liabilities and are taken to the statement of
activities when the related conditions are met.

Grants that are receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to MIFTAH with no future related costs are
recognized in the statement of activities in the period in which they become receivable.



THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL DIALOGUE AND
DEMOCRACY (MIFTAH)

Notes to the Financial Statements
For the Year Ended December 31, 2021

3. Summary of Significant Accounting Policies (continued)

3.2  Contributions and Grants (Continued)

Grants whose primary condition is that MIFTAH should purchase, construct or otherwise acquire
non-current assets are recognised under temporarily restricted funds and released to

unrestricted funds when the assets are acquired.

Government grants are not recognized until there is reasonable assurance that MIFTAH will
comply with the conditions attaching to them and that the grants will be received.

3.3 Deferred Revenues

Donations related to property and equipment are measured at fair value, recorded as
deferred revenues and recognized as revenue in the statement of activities and changes in
net assets on a systematic basis over the useful life of the asset.

3.4 Property and Equipment

Property, plant and equipment are stated at cost net of accumulated depreciation.

Depreciation is computed on a straight-line basis over the estimated useful lives of the
respective assets. The yearly depreciation rates are as follows:

_Property and equipment Useful life
Office Equipment & Computers 4-5 years
Office Furniture 6-7 years
Leasehold Improvements 5 years

When the expected recoverable amount is less than the net book value, the property, plant and
equipment amount is reduced to the lower of cost or net realizable value and the difference (if
any) is included in the statement of activities.

The useful lives of property, plant and equipment are reviewed at the end of each year. In case
the expected useful life is different from what was determined before, the change in estimate is
recorded in the following years, being as a change in estimate.

Property, plant and equipment are disposed of when there is no expected future benefit from
the use of that asset.

3.5 Income Tax
MIFTAH is a not-for-profit organization; accordingly, it is not subject to income tax.
3.6 Expenses Recognition

Expenses are recognized when incurred based on the accrual basis of accounting.

10



THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL DIALOGUE AND
DEMOCRACY (MIFTAH)

Notes to the Financial Statements
For the Year Ended December 31, 2021

3. Summary of Significant Accounting Policies (continued)

3.7 Foreign Currency Transactions

The financial statements are presented in U.S Dollar (USD) being the currency of the primary
economic environment in which MIFTAH operates (its functional currency).

In preparing the financial statements, transactions in currencies other than the functional
currency (foreign currencies) are recorded at the rates of exchange prevailing at the date of
each transaction. At the date of the financial statements, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences are recognized in the statement of activities in the period in which they
arise.

) Transactions which are expressed or denominated in other currencies are converted into
USD equivalent using the exchange rate prevailing on the date of each transaction.

° Assets and liabilities which are denominated or expressed in other currencies are presented
at their USD equivalent using the exchange rate prevailing at year end.

. All other assets and liabilities are presented in their USD equivalent at their historical
values.

e Exchange differences arising from the translation of local currency balances is charged to
the statement of activities.

Exchange rates at year end against USD are detailed as follows:

2021 2020
USD ~ USD
NIS 3.159 3.318
EURO 0.887 0.839

3.8 Cash and balances at banks

For purpose of the statement of cash flow, cash and cash equivalent comprise cash on hand,
bank balances and short-term deposits with an original maturity of three months or less, net of
outstanding bank overdrafts, if any.

3.9 Contingencies

MIFTAH receives grants from various donors and such grants are subject to individual audits
under the grant agreement terms. The ultimate determination of amounts received under
these grants is based on the allowed costs reported to and accepted by donors as a result of
the audits. Until such audits are accepted by donors, there exists a contingency to refund any
amount received in excess of allowed costs.

3.10 Contributions receivables

Contribution receivables are classified as financial assets at amortized cost, and are stated
at the original amount of the unconditional pledges less amounts received and expected
credit losses.

11



THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL DIALOGUE AND
DEMOCRACY (MIFTAH)

Notes to the Financial Statements
For the Year Ended December 31, 2021

3. Summary of Significant Accounting Policies (continued)

3.11 Accounts payable and accruals

Liabilities are recognized for amounts to be paid in the future for goods or services received,
whether billed by the supplier or not.

3.12 Right-of-use assets

MIFTAH recognizes right-of-use assets at the commencement date of the lease (i.e., the date
the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities.

The cost of right-of-use assets includes the amount of lease liabilities recognized, initial direct
costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Unless MIFTAH is reasonably certain to obtain ownership of the leased asset
at the end of the lease term, the recognized right-of-use assets are depreciated on a straight-
line basis over the shorter of its estimated useful life and the lease term. Right-of-use assets
are subject to impairment.

3.13 Lease liabilities

At the commencement date of the lease, MIFTAH recognizes lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include
fixed payments (including in- substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by MIFTAH and payments of penalties for
terminating a lease, if the lease terms reflect MIFTAH's intentions to exercise the option to
terminate.

The variable lease payments that do not depend on an index or a rate are recognized as expense
in the period on which the event or condition that triggers the payment occurs. In calculating
the present value of lease payments, MIFTAH uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not readily determinable. After
the commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition, the carrying amount of lease
liabilities is remeasured if there is a modification, a change in the lease term, a change in the
in-substance fixed lease payments or a change in the assessment to purchase the underlying
asset.

12



THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL DIALOGUE AND
DEMOCRACY (MIFTAH)

Notes to the Financial Statements
For the Year Ended December 31, 2021

4. Estimates and Assumptions

The financial statements include certain estimates and assumptions made by management
relating to reporting of assets, liabilities, at the statement of financial position date, and the
reporting of revenue, expenses, gains, and losses during the year. Actual results may differ
from those estimates adopted by MIFTAH's management. Estimates used in the preparation of
the financial statements are as the following:

Employees Indemnities: Provision for employee’s end of service benefits is calculated in
accordance with Palestinian labor law in effect in Palestine.

Property, Plant and equipment: A periodic review is performed on assets estimated useful
lives and assets that are subject to amortization for impairment whenever events or changes in
circumstances indicate that the carrying value may not be recoverable. The impairment loss, if
any, is reflected in the statement of activitites.

5. Cash and cash equivalent

2021 2020

UsSD uUsb

Current accounts 286,522 521,137
Short-term deposits 751,841 682,072
1,038,363 1,203,209

The average interest rate on the short-term deposits is 2.5% during the year 2021 and 3.1% in
the year 2020.

Short-term deposits as of December 31, 2021 and 2020 include U.S. $ 230,549 and U.S. $
204,296, respectively as deposits designated for employees’ indemnity (note 14).

13
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THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL DIALOGUE AND

DEMOCRACY (MIFTAH)
Notes to the Financial Statements

For the Year Ended December 31, 2021

7. Other current assets

2021 2020

UsD UsbD
Advance payments to partners and suppliers 57,152 66,243
Employee advances 21,135 18,309
Interest receivables 12,768 15,564
Others 4,600 2,411
95,655 102,527

8. Right of use assets and Lease Liabilities

MIFTAH has one lease contract for a rent of office. The movement in the right to use assets

and lease liabilities during the year ending December 31, 2021 is as follows:

Right of Use Lease
Assets Liability*
UsSD UsbD
Beginning Balance as at January 1, 2021 79,969 93,826
Amortization (26,657) -
Interest expense on lease liabilities - 4,011
Lease payments (25,500)
Ending Balance December 31, 2021 53,312 72,337
During the year ending on December 31, 2020 is are as follows:
Right of Use Lease
Assets Liability

usb Usb
Beginning Balance as at January 1, 2020 106,626 114,110
Amortization (26,657) =
Interest expense on lease liabilities = 5,216
Lease payments - (25,500)
Ending Balance December 31, 2020 79,969 93,826

Detailed lease liabilities as of 31 December 2021 and 2020 are shown as below:

2021 2020

usb UsbD
Short term 21,490 32,876
Long term 50,847 60,950
72,337 93,826
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THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL DIALOGUE AND
DEMOCRACY (MIFTAH)
Notes to the Financial Statements

For the Year Ended December 31, 2021

11.Payables and accruals

2021 2020

USD UsSD

Accounts payable 94,430 106,229
Outstanding checks 19,876 16,536
Legal case provision - 8,020
Accrued expenses 7,052 6,793
121,358 137,578

12.Deferred revenues

This item represents the value of property and equipment acquired during the year using the
temporarily restricted contributions. It is recorded as deferred revenues and recognized regularly
based on the expected useful life of an asset.

Movement on deferred revenues during the year was as follows:

2021 2020

UsD uUsD

Balance as of January 1, 2021 31,296 10,187

Additions 11,847 26,164

Deferred Revenues Recognized (10,037) (5,055)
Balance as of December 31, 2021 33,206 31,296

13.Board of Directors designated fund

This item represents unrestricted resources, designated by MIFTAH Board of Directors to
contribute to the long-term sustainability of MIFTAH or for any other purpose to be set by the
Board of Directors. This amount is deposited in US Dollar with an original maturity of twelve
months. The average interest rate was 2.5% during 2021 and 3% in 2020, respectively. During
the year, the board has decided to transfer an amount of U.S. $ 59,785 from unrestricted net
assets balance to this account. The new balance of this fund is deposited in bank with an average
interest rate of 2.5%.
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THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL DIALOGUE AND

DEMOCRACY (MIFTAH)
Notes to the Financial Statements

For the Year Ended December 31, 2021

14.Provision for employees’ indemnity

Balance, beginning of year
Additions during the year

Payments during the year
Balance, end of year*

2021 2020
uUsbD usbD
204,296 168,045
28,771 37,937
(2,518) (1,686)
230,549 204,296

= This balance includes termination benefits amounting to USD 3,848 related to the lawsuit

filed against MIFTAH.

15.Unrestricted contributions

Donations from private sector
Interest income

Subscriptions from general assembly members

Others

22

2021 2020
UsSD USD

= 93,000
6,896 8,598
623 558
797 -
8,316 102,156
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THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL DIALOGUE AND
DEMOCRACY (MIFTAH)
For the Year Ended December 31, 2021

Annex: Schedule of SDC Project Expenditures

17.Prior Period Adjustments

During the year, the below adjustments were performed at the comparative year ended December
31, 2020 detailed as follows:

Balance as of Change in the Balance
January 1,2020 net assets December 31,
(Before Prior year during the 2020 (after
adjustments) adjustments year 2020 adjustments)

Unrestricted Net

Assets 359,588 (10,187) (64,543) 284,858

Investment in

Property and

equipment - 10,187 21,109 31,296

Board of directors

designated fund 263,191 s 113,104 376,295

Temporarily

Restricted Fund -

Liabilities 734,582 (734,582) - £

Temporarily

Restricted Fund -

Net Assets - 734,582 879,404 1,613,986
1,357,361 - 949,074 2,306,435

18.Related Parties Transactions

Related parties represent members of the board of directors and key management personnel of
MIFTAH. Pricing policies and terms of these transactions are approved by MIFTAH’s management.

Transactions with related parties included in the statement of activities and changes in net assets
are as follows:

2021 2020
uUsbD uUsD

Key management personnel compensation:
Short-term benefits 48,788 39,913
Termination benefits 7,353 3,150

19.Financial Instruments
(a) Fair Values of Financial Assets and Liabilities

Financial instruments comprise financial assets and financial liabilities. Financial assets consist of
contributions receivable, cash on hand and balances with banks and some other current assets.
Financial liabilities consist of some accounts payable, accruals and temporarily restricted
contributions. The fair values of financial instruments are not materially different from their
carrying values.
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THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL DIALOGUE AND
DEMOCRACY (MIFTAH)
For the Year Ended December 31, 2021

Annex: Schedule of SDC Project Expenditures
19. Financial Instruments (Continued)
(b) Credit Risk

Credit risk is the risk that counterparty will not meet its obligations under a financial instrument
or a contract, leading to a financial loss. MIFTAH is exposed to credit risk from its operating
activities primarily on contributions receivable.

MIFTAH limits its credit risk through obtaining funds from several reputable donors.

(c) Foreign Currency Risk

The table below indicates MIFTAH's foreign currency exposure, as a result of its monetary assets
and liabilities. The analysis calculates the effect of a reasonably possible movement of the U.S. $
currency rate against the foreign currencies with all other variables held constant, on the statement
of activities and changes in unrestricted net assets. The effect of decrease in foreign currency
exchange rate is expected to be equal and opposite to the effect of the increase shown.

(d) Operational Risk

The costs of the programs, administrative as well as fixed assets procurement are mostly financed
by donors through donations. The management believes that the funding level in the year 2022
will be sufficient to finance all of its disbursements and will be consistent with the funding level in
the prior years. Furthermore, the management believes that the political and economic conditions
prevailing in the area will not materially affect its operations.

(e) Relationship with Donors

Majority of MIFTAH's revenue and support for the years ended December 31, 2021 and 2020 was
derived from grants received from donor agencies. MIFTAH has no reason to believe that
relationships with donor agencies will be discontinued in the foreseeable future. However, any
interruption of these relationships would have an adverse effect on MIFTAH's ability to finance
ongoing operations in the coming years.

(f) Liquidity Risk

MIFTAH limits its liquidity risk by maintaining adequate cash balances to meet its current
obligations and to finance its operating activities. In addition, the activities of MIFTAH are financed
by multiple donors.

Most of MIFTAH's financial liabilities are due within a period of three months.

(9) Interest Rate Risk
Interest rate risk results mainly from changes in interest rates on financial assets subject to

changing interest rate. MIFTAH’s financial assets are subject to fixed interest rate and therefore,
there is no change of interest rate risk exposure on such assets.

29



THE PALESTINIAN INITIATIVE FOR THE PROMOTION OF GLOBAL DIALOGUE AND
DEMOCRACY (MIFTAH)
For the Year Ended December 31, 2021

Annex: Schedule of SDC Project Expenditures

20.Contingent liabilities

Due to a work dispute based on a contractual disagreement, there is a lawsuit against MIFTAH in
the Palestinian courts which amounted to USD 131,864 as of December 31, 2021. MIFTAH's
management, Board of Directors and legal counsel believes that this case has no legal merit or
standing. The legal counsel is handling the case completely and believes that there will be no
financial commitments against this litigation, except for what has been provided in the financial
statements.

21.COVID 19 Pandemic

The global outbreak of novel coronavirus (COVID 19) during early 2021 is caused disruptions in
normal lives and businesses in many ways. The spread of the virus in Palestine led to many
closures in the markets and movement restrictions because of the preventive measures taken by
the government to limit the spread.

MIFTAH’s management took into consideration the exceptional circumstances that could have
material impact on MIFTAH's activities and the risks of exposure to the organization. As a result,
the management concluded that the main effects on MIFTAH's revenue and liquidity could arise
from the following:

« Ability to recover the grants from donors.
 Ability to sign new agreements with donors.
» Ability to implement projects funded by donors.

The management comes to an end that there is no significant impact at MIFTAH operation and
liquidity as of the date of the accompanying financial statements.
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