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INDEPENDENT AUDITOR'S REPORT

To the General Assembly of
The Applied Research Institute - Jerusalem CARLD)
Bethlehem - Palestine

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the Consolidated Financial Statements of The Applied Research Institute -
Jerusalem and its subsidiary (hereinafter “ARIJ"), which comprise the consolidated
statement of financial position as of December 31, 2023, consolidated statement of activities
and other comprehensive income, consolidated statement of changes in net assets, and
consolidated 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 Consolidated Financial Statements present fairly, in all
material respects, the financial position of ARIJ as of December X1, 2023, 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 the International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for
the Audit of the Consoclidated Financial Statements section of our report. We are independent
of ARIJ in accordance with the ethical reguirements that are relevant to our audit of the
Consolidated Financial Statements in areas under the jurisdiction of the Palestinian Authority,
and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is suffi cient and appropriate to provide a
basis for our opinion,.

Other Matter

The Consolidated Financial Statements of ARIJ for the year ended December 31, 2022, were
audited by another auditor who expressed an unmodified opinion on those consolidated
statements on May 28, 2023,

Emphasis of a matter

We draw attention to Note (20) in the Consolidated Financial Statements, which indicates that
ARIJ had a cumulative deficit in the net assets without donor restriction of USD 975,286 as of
December 31, 2023 (USD 872,527 as of December 31, 2022) which resulted from insufficient
funding of the ARIJ's expenses in the current and prior years. The reduction of the deficit and
the enhancement of the financial sustainability of ARIJ depends on ARIJ's ability to secure
unrestricted grants to cover the deficit in the general fund, finance its future activities, and pay
its financial obligations.

Refer to management's plan to decrease the general deficit stated in Note (20). Our opinion is
not modified in respect of this matter.
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Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

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

In preparing the Consolidated Financial Statements, management is responsible for assessing
ARIJ'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 liguidate ARIJ or to cease operations or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the ARIJ's financial reporting
process,

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the Consolidated 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 aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basic of these Consolidated Financial
Statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also,

I- Identify and assess the risks of material misstatement of the Consolidated 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 amission,
misrepresentations, or the override of internal control.

2- 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 Bxpressing
an opinion on the effectiveness of the internal cantrol,

3- Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by mana gement.

4- 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 ARLS'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 Consolidated Financial
Statements or, if such disclosure is inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor's report. Howewver, future
events or conditions may cause ARIJ to cease to continue as a going concern.

5- Evaluate the overall presentation, structure, and content of the Consolidated Financial
Statements, including the disclosures, and whether the Consolidated Financial Statements
represent the underlying transactions and events in 2 manner that achieves fair presentation,
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6- Obtain sufficient audit evidence regarding financial information from subsidiaries on the
consolidated financial statements, we are responsible for recommending, supervising, and
conducting group-wide audits. We remain responsible for our professional audit opinion on
our report here individually,

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.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reason ably be thought to bear on our independence,
and where applicable, actions taken to eliminate threats or safeguards applied.

HLB PS5 - License number 201/2023

Ramallah - Palestine '
Samir Sahhar, CPA o W) L N
License number 109/2001 ak

\".u T, \\

July 3, 2024 \Y
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The Applied Research institute - Jerusalem (ARL)} and its Subsidiary
Consolidated Statement of Financial Position

As of December 31, 2023

Assols
Mon Current Assats

Property, Plant, and Equipment, Net

Imvestment in Associate
Right of Use Assets, Net
Total Mon Current Assets

Currant Assets
Cantributions Recewvables
Invantory

Qther Debit Balances

Cash and Cash Equralents
Total Current Assets
Total Assets

Liabilities and Met Assats
Mon Current Liabilities

End of Service Benefits Provision

Pravidant Fund Provision
Leasa Liabilities - Long term

Total Non Current Liabilities

Current liabilities
Payablgs and Accruals
Deferred Revenues

Lease Liabilities - short term
Total Curront Liabilities
Total Liabilities

Mot Assots

Met Assets without Donor Restriction
Invastmant in Property, Plant, and Equipmant
Met Assets with Donor Restriction

Foreign Currancy Translation Reserve

Total Net Assets

Total Liabilities and Net Assets

Motes

14-a

mn
14-8

12

14-B

2023 2022
Restated - Note
(18]
UsD usD
705938 Te1.827
2133594 215,506
irave 40,5968
956,510 1.018. 31
1.540,195 1.561,155
78,335 79.802
195960 286,207
735,102 125,265
2,549,592 2,052,429
5,506,102 3,070,740
889225 B57.9%0
18,545 NE54E
15247 26717
102,007 1,003,172
1.326.638 BIB.965
33214 1,822
14,5088 13175
1,374,458 B33,962
2,395475 1,837,134
(975.286) (872527
7059358 Je1827
1425567 1,386,795
{45.582) (42,489)
1L.N0.627 1,233,606
31,506,102 1070, 740

The accompanying Motes form an integral part of the consolidated financial statements and should be rrad with them.
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The Applied Research Institute - Jerusalem (ARIJ) and its Subsidiary
Consolidated Statement of Changes in Cash flows
For the Year Ended December 31, 2023

2023 2022

uso uso
Cash Flows from Operating Activities:
(Decrease) Increase in Met Assets During the Year before Income Tax (96,962) (1,224,543
Adjustments:
Deprecistion of Property, Plant, and Equipment 55476 58544
Emploveas’ Benefits Provision Expense 58,363 73,597
{Gain) on sale of Property. Plant and Equiprment (9.590) (Me123
ARLNs Shares of the Associate Results {981} (5.706)
Written OFff Donations (22914} {79,103
Amaortization on Right of Use Assets 3790 -
Interest Expense on Lease Liability 1572 174

(11,246) {1,188,649)

Cash Flows before Changes in Operating Activities
Decrease in Contributions Receivables 20,960 632,823
Decrease in Inventory 1,467 2849
Decrease in Other Debit Balances 90,247 156,681
InCrease in Payables and Accruals 507673 289620
Increase in Deferred Revenues 31,412 1822
Cash Flow from Operating Activities 640,513 (104, 854)
Employvees' Benefits Provision Payments (27.048) (17.599)
Met Cash Flow Generated from (Used In) Operating Activitias 613,465 (122, 453)
Cash Flow from Investing Activities:
Procureérment of Property, Plant, and Equipment - (60,054)
Proceeds from the Sale of Property, Plant, and Equipment 10.003 20,424
Mt Cash Flow Generated Fram (Used in) Inwvesting Activities 10,003 (39.630)
Cash Flow frem Financing Activities:
Lease Liability Paymeants {13.631) {1.250)
Met Cash Flaw {(Used In) Financing Activities (13.631) (1,250)
Met Increase (Decrease) in Cash & Cash Equivalent BEO9,BXY (163,333
Cash and Cash Eguivalents, Beginning of the Year 125,265 288598
Cash and Cash Equivalents, End of the Year 735102 125,265

The accompanying Motes form an integral part of the consolidated financial statements and should be read with them.



The Applied Research Institute - Jerusalem CARILD)

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

1. General

The Applied Research Institute - Jerusalem (ARIJ) was established in 1990 and was officially
registered in Bethlehem as a Palestinian not-for-profit arganization under the registration Mo,
(BL-478-8). In addition to legal registration, ARIJ is recognized by the Ministry of Higher
Education as a research institute specialized in environmental, agricultural and water research
under the number (M.13.E/99/2).

ARIJ is dedicated to promoting sustainable development in the Occupied Palestinian Territory
and the self-reliance of the Palestinian people through greater control over their natural resources.
The institute works specifically to augment the local stock of scientific and technical knowledge
and to introduce and devise more efficient methods of resource utilization and conservation,
improved practices, and appropriate technology .

The Board of Directors has approved the accompanying Consolidated Financial Staternents for
the year ended December 31, 2023, on July 2, 2024.

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

In the current year, ARIJ 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 IASBE, relevant to its
activities, that were issued and effective for annual reporting periods ended on December 31,
2023,

At the date of these Consolidated Financial Statements, there were a combination of standards
and amendments to IFRSs that are applicable in subsequent years. Management believes that
these standards and their interpretations will be applied in the Consolid ated Financial Statements
of the entity according to the dates of their effectiveness, and that this application has no effect
on the Consolidated Financial Statements of the entity in the initial application stage.

3. Summary of Significant Accounting Policies

3.1 Preparation of Consolidated Financial Statements

The Consolidated Financial Statements have been prepared on the accrual basis of accounting
and in conformity with International Financial Reporting Standards.

Met 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 ARIJ and changes
therein are classified and reported as follows:

* Net assets without donor restriction - Net assets whose use by ARIJ is not subject to donor-
imposed restrictions.

= MNet assets with donor restriction - Net assets whose use by ARILJ is limited by donor-imposed
stipulations that either expire by the passage of time or can be fulfilled and released by actions
of the ARIJ pursuant to those donor-imposed stipulations.

= Revenues are reported as increases in unrestricted net assets unlese 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.

* Investment in properties, plant, and equipment - represents unrestricted funds invested in
fixed assets.



The Applied Research Institute - Jerusalem CARL)

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

3. Summary of Significant Accounting Policies {Continued)
3.1 Preparation of Consolidated Financial Statements (Continued)

The US dollar is the reporting currency used in the Consolidated Financial Statements, which is
the main currency of ARIJ.

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. with respect to restrictions, and accordingly, such information should be
read in conjunction with ARIJ's Consolidated Financial Statements for the prior vear from which
the summarized information was derived in order to have sufficient details in conformity with
International Financial Reporting Standards.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Applied
Research Institute - Jerusalem "ARIJ" (Not-for-Profit Organization) and the financial statements
of Green Palestine Investment Company in which ARIJ has the right of control (its subsidiaries).

Control is achieved when the organization:

= Has power over the investee:

* Is exposed, or has rights, to variable returns from its involvermnent with the investee; and
= Has the ability to use its power to affect its returns.

The organization reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control listed above.
When the organization has less than a majority of the voting rights of an investee, it has power
over the investee when the voting rights are sufficient to give it the practical ability to direct the
relevant activities of the investee unilaterally.

The organization considers all relevant facts and circumstances in assessing whether or not the
organization’s voting rights in an investee are sufficient to give it power, including:

* The size of the organization's holding of voting rights relative to the size and dispersion of
holdings of the other vote holders;

= Potential voting rights held by the organization, other vote halders or other parties;

= Rights arising from other contractual arrangements: and

* Any additional facts and circumstances that indicate that the organization has, or does not
have, the current ability to direct the relevant activities at the time that decisions need to be
made, including voting patterns at previous shareholders’ meetings.

Consaolidation of a subsidiary begins when the organization obtains control over the subsidiary
and ceases when the organization loses control of the subsidiary. Specifically, income and
expenses of a subsidiary acquired or disposed of during the year are included in the consclidated

statement of income and other comprehensive income from the date ARIJ gains contral until the
date when it ceases to control the subsidiary.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in line with ARIJ’s accounting policies.

All intercompany assets and liabilities, net assets, income, expenses and cash flows relating to
transactions between members of ARIJ are eliminated in full consolidation.



The Applied Research Institute - Jerusalem (ARIJ)

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

3. Summary of Significant Accounting Policies (Continued)
3.1 Preparation of Consclidated Financial Statements (Continued)

Basis of consolidation (Continued)

Statement of activities and each component of other comprehensive income are attributed to the
owners of the Organization. The total comprehensive income of subsidiaries is attributed to the
owners of the Organization.

Changes in ARIJ's ownership interests in subsidiaries that do not result in ARIJ losing control over
the subsidiaries are accounted for as equity transactions. The carrying amounts of ARILJ 's interests
are adjusted to reflect the changes in their relative interests in the subsidiaries.

When a change in ARIJ's ownership interest in a subsidiary result in a loss of control over the
subsidiary, the assets and liabilities of the subsidiary including any goodwill are derecognized.
Amounts previously recegnized in other comprehensive income in respect of that entity are also
reclassified to the consoclidated statement of comprehensive income or transferred directly to
retained garnings.

Any retained equity interest in the entity is remeasured at fair value. The difference between the
carrying amount of the retained interest at the date when control is lost, and its fair value is
recognized in the consolidated statement of activities and other comprehensive income.

The following are the details of investing in subsidiaries as of December 31, 2023,

Percentage
Country of Authorized
Company Name of Origin  ownership Paid Capital Capital
% uso Usp
Green Palestine Investrment
Company Palestine 100% 227,400 300,000

Summary of the statement of financial position as of December 31, 2023

uso
Total Assets 369,176
Total Liabilities (1,980
Total Equity 367,196
Percentage of ARIJ Ownership 100%
ARLJ share of Net Assets 367,196
Summary of the statement of activities and other comprehensive income
for the year ended December 31, 2023:

usD
Met Loss for the vear (1,176)
ARLY's share from business activities (1,176)

10



The Applied Research Institute - Jerusalem (ARIJ)

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

3. Summary of Significant Accounting Policies (Continued)
3.2 Grants and Revenues

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 ARIJ with no future related costs are recognized
in the statement of activities in the period in which they become receivable.

Grants whose primary condition is that ARIJ should purchase, construct, or otherwise acquire
non-current assets are recognized 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 AR will comply
with the conditions attached to them and that the grants will be received.

3.3 Revenue Recognition

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

Grants whose primary condition is that ARIJ should purchase, construct, or otherwise acquire
non-current assets are recognized under temporarily restricted funds and released to
unrestricted funds when the assets are acquired.

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

3.5 Deferred Revenues

Donations related to property and equipment are stated at fair value, recorded as deferred
revenues and recognized on a straight-line basis over the useful life of the asset.

n



The Applied Research Institute - Jerusalem (ARL))

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

3. Summary of Significant Accounting Policies (Continued)
3.6 Property, Plant and Equipment

Property and equipment are stated at cost net of accumulated depreciation and accumulated
impairment losses, if any. Depreciation is charged to write off the cost of assets over their
estimated useful lives using the straight-line method. The estimated useful lives and depreciation
methods are reviewed at the end of each year, with the effect of any changes in estimate
accounted for on a prospective basis.

The gain or loss arising from the disposal or retirement of an item of assets is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognized in
the statement of activities. The useful lives of assets are as follows:

Property and equipment Y i
Buildings 33-40 years
Leasehold improvements 10 years
Furniture and Equipment 5-16 years
Offices 14 years
Vehicles 10 years
Energy Systemn and Laboratory 5-10 years

2.7 Investments in associates

Investments in associates are those companies that ARIJ hold between 20% and 50% of the
voting right and that have a significant influence but not full control over the associate. The
investment is accounted for using the equity method.

3.8 Contributions Receivables

Contributions receivables are stated at the original amount of the unconditional pledge less
amounts received and any uncollectible pledges. An estimate for the uncollectible amount is
made when the collection of full unconditional pledges is no longer probable.

2.9 Accounts Payable and Accruals

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

3.10 End of Service Benefits Provision and Provident Fund Provision

ARLJ provides for severance pay in accordance with local laws by accruing 10% of the gross salary
each month,

Based on the Board of directors meeting held on December 15, 2016, ARIJ discontinued its
Provident Fund Program as of January 1, 2017.

31 Income Tax and Value Added Tax (VAT)
The Applied Research Institute - Jerusalem (ARLJ) is a not-for-profit organization; accordingly, it
is not subject to income tax. Under the VAT law, ARLJ is an exempt entity and is not entitled to

refund VAT paid on its purchases and expenses. However, the income tax shown on the statement
of activities and other comprehensive income is related to the subsidiary company.
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The Applied Research Institute - Jerusalem (ARL))

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

2. Summary of Significant Accounting Peolicies (Continued)
3.12 Functional Allocation of Expenses

ARLJ allocates its expenses on a functional basis among its various programs and general
administration. Expenses that can be identified with a specific program or administration are
charged directly. Other expenses that are common to several functions are allocated between
functions based on best estimates and judgment of management.

3.3 Foreign Currency Translation Reserve

e Transactions incurred in currencies other than the U.S Dollar were converted into U.S Dollar
equivalent using the spot exchange rate of those currencies to U.S Dollar at the date of each
transaction.

« Balances of assets, {(other than fixed assets) and liabilities, which are denominated in currencies
other than U.S Dollar currency are presented in the Consolidated Financial Statements to U.S.
Dollar equivalent according to the representative rate of exchange prevailing at year-end which
were as follows:

2023 2022 Change
Us Dollar / NIS 3.60 3152 2.27%
S Dollar / Euro 0.9 0.94 (3.197%

« Other assets and liabilities are shown in U.S Dollar equivalents using historical cost,

= Exchange differences arising from the translation of assets and liabilities are charged to the
statement of activities.

3.14 Operating Leases

ARl as a lessee:

ARI) assesses whether a contract contains a lease at the inception of the contract. ARL
recognizes right-of-use assets and corresponding lease liabilities in respect of all lease
arrangements in which it is a lessee, except for short-term leases (defined as leases of 12 or less)
and leases of low-value assets (such as tablets, personal computers, things small office furniture
and telephones). For these leases, ARlJ recognizes the lease payments as an operating expense
on a straight-line basis owver the lease term unless ancther systematic basis is more
representative of the time pattern in which economic benefits from the leased assets are
consumed.

The lease liability is initially measured at the present value of the lease payments that are not
paid at the lease commencement date, discounted using the rate implicit in the lease. |f this rate
cannot be determined easily, the incremental borrowing rate is used.

Lease payments included in the measurement of lease liabilities include:

- Fixed lease payments (containing in essence fixed payments), less lease incentives receivable;
 Variable lease payments that depend on an index or rate, initially measured using the index or
rate at the commencement date of the contract;

« The amount the lessee is expected to pay under the residual value guarantees,;

» The exercise price of purchase options, if the lessee is reasonably certain to exercise the
options; and,

» Payment of contract termination penalties, if the lease reflects the exercise of the option to
terminate the lease.

13



The Applied Research Institute - Jerusalem (ARL))

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

3. Summary of Significant Accounting Policies (Continued)
3-14 Operating Leases (Continued)

Lease liabilities are presented as a separate line item in the statement of financial position.
Subsequently, the lease liabilities are measured by increasing the carrying ameunt to reflect the
interest on lease liabilities (using the effective interest method) and decreasing the carrying
amount to reflect the lease liabilities paid.

Lease liabilities are remeasured (and a corresponding adjustment is made for the related right-

of-use assets) when:

« The lease term is changed if there is a significant event or change in circumstances that
causes a change in the valuation of exercising the call option, in which case the lease liability
Is re-measured by discounting the revised lease payments using the revised discount rate,

» Lease liabilities change due to changes in an index or rate or a change in expected payments
under the guaranteed residual value, in which cases the lease liabilities are remeasured by
discounting the modified lease liabilities using an unchanging discount rate (unless the lease
liabilities change due to the change in the floating interest rate, in which case the revised
discount rate is used).

4. Critical accounting judgments and key sources of estimation

The Consclidated Financial Statements include certain estimates and assumptions made by
management relating to the reporting of assets, and liabilities, at the statement of financial
position date, and the reporting of revenue, expenses, gains, and losses during the year in
addition to changes in fair value. Particularly, it requires the ARIJ's management to make
important judgments to estimate the time and amount of future cash flows.

Estimates are based on multiple assumptions and factors that have varying degrees of estimation
and uncertainty, and the actual results may differ from the estimates as a result of changes
resulting from the conditions and circumstances of those estimates in the future. Estimates used
in the preparation of the Consolidated Financial Statements are as follows:

* 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 activities.

= Provision for employee’s reserve for severance Pay is calculated in accordance with Palestinian
labor law in effect in Palestine.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to
accounting estimates is recognized in the period of the revision in which the estimate is revised
if the revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

14
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The Applied Research Institute - Jerusalem (ARIJ)

Motes to the Consolidated Financial Statements

For the Year Ended December 31, 2023

6. Investment in Associate

Incorporated
in

Mew Farm Processing and
Marketing Organization Palestine

Below are the financial details of the assaciate:

Statement of financial position:
Non-Current assets

Current assets

Current liabilities

Equity

Carrying amount of investment at 39.20%
Revenues and operations’ results:

Result of Operations of associate at 39.20%
ARL)'s share of results of its associate

17

2022
2023 (Restated)
Ownership
% usp uUso
29.20% 213,394 215,516
213,394 215,516
2023 2022
(Restated)
usD ushD
366,726 408,729
362,613 289,016
(184,967) (147,959)
544 372 549,786
213,394 215,516
2,502 14,553
ag81 5,706
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The Applied Research Institute - Jerusalem {ARLD

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

8. Other Debit Balances

2023 2022
usp UsD
Accounts Receivable 32,768 37,055
Prepaid Expenses 1,832 3.063
Advances to partners 156,769 246,089
Due from employees 4,591 -
195,960 286,207
9. Cash and Cash Equivalents
2023 2022
usp usoD
Cash on hand 1,106 1.849
Cash at banks - U.S Dollar 662,350 16,838
Cash at banks - Israeli Shekel 70,093 52,845
Cash at banks - Jordanian Dinars & 27,042
Cash at banks - EURO 1,547 26,691
735,102 125,265
10. End of Service Benefits Provision
2023 2022
uspD usD
Balance at the Beginning of the year 857,910 ao.e12
Additions during the year 58,363 73597
Payments during the year (27.048) £17,599)
Balance at the Ending of the year 889,225 857,910
N. Provident Fund Provision
2023 2022
uspD uspD
Balance at the Beginning of the year 118,545 118,545
Balance at the Ending of the year 18,545 18,545

Based on the Board of directors meeting held on 15 December 2016, ARIJ discontinued its

Provident Fund Program as of 1 January 2017.

12. Payables and Accruals

2023 2022

usD usoD

Accounts payable 42,500 25,000
Due to partners 132,910 137,041
Qutstanding checks 1,135,634 626,269
Professional fees 12,787 18,147
Others 2.807 12,508
1,326,638 818,965
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The Applied Research Institute - Jerusalem (ARIJ)

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

14.A. Right of Use Assets

2023 2022 -

(Restated)

UsD usD

Wehicles 37178 40,968

Balance as of December 31, 2023 37178 40,968

The movement on the right of use assets and lease liabilities is as follows

2022 -

2023 (Restated)

usoD uUsD

Balance as of January 1, 2023 40,968 -

Additions - 40,968

Amortization on the right of use during the year {3,790) -

Balance as of December 31, 2023 37,178 40,968

14.B. Lease Liabilities
The movement on the lease liabilities is as follows:

2023 2022 -

(Restated)

usD usD

Balance as of January 1, 2023 39,892 -

Additions - 40,968

Interest on Lease Liability 1572 174

Lease Liability Payments (13,631) {1,250

Balance as of December 31, 2023 27,833 39,892

The details for the current and non-current lease liability are as follows:

2022 -

2023 (Restated)

usp uso

Lease Liability - Current 14,586 13,175

Lease Liability - Non-Current _ 13,247 26,7117

Balance as of December 31, 2023 27833 ig.892
15. Other revenues

2023 2022

uso usoD

Beneficiary Contributions 12,306 3153

Unrestricted Contributions 52,438 1,889

Project Bid Fees 4m 6,536

Printing 1156 4,696

Research and Survey Revenues 34,646 4832

Transportation 2,781 94,754

Overhead Fees 64,453 39,077

Others BNz 6,534

208,004 161,451
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The Applied Research Institute - Jerusalem (ARLD

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

16. Projects expenses

2023 2022

uso uspD

Salaries and Related Expenses 373,355 660,181
End of Service Benefits Expenses 24 873 63,852
Health Insurance 12,480 21,924
Software 673 12,382
Printing and Publications 3419 9,590
Stationery and Office Supplies 7266 28,596
Meetings and Travel Expenses 6,433 1,359
Communications and Internet Fees 14,923 19,892
Vehicle Expenses 66,302 67,501
Rent, Electricity and Water Expenses any 36,816
Maintenance 1,509 5,792
Professional Fees 15,137 5,885
Other Expenses 65,352 26,053
Partners' Expenses 194,232 25,469
Consultation and Research Expenses 135,23 479,653
Agriculture Activity Expenses 2,085,405 723,918
Water Activity Expenses 122,592 535580
Owverhead Expenses 9,026 59,226
3,156,325 2,793,649
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The Applied Research Institute - Jerusalem (ARLD)

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

17. General and Administrative Expenses

2023 2022

uso UsD

Salaries and Related Expenses 255,584 103,501
End of Service Benefits Expenses 23,490 9,450
Health Insurance 8.716 2,728
Printing and Publications 210 427
Stationery and Office Supplies 1,200 621
Communications and Internet Fees 1.270 265
Vehicle Expenses 2,186 63,725
Rent, Electricity and Water Expenses 3om 1,225
Maintenance 876 209
Professional fees 10,039 6,959
Consultation and Research Expenses 815 806
Agriculture Activity Expenses - 746
Water Activity Expenses - 26
Software 500 573
Others 2,387 22,544
310,284 213,805

18. Prior Years Adjustments

Below is a summary of Prior Period Adjustments as follows:

1- The management recalculated the impact of IFRS (16) on the Consolidated Financial
Statements for the year ended at December 31, 20322,

The impact on Statement of the Financial Position was as follows:

Before After
Adjustment Adjustments Adjustment
usD uUso uspD
Right of use assets = 40,968 40,968
Lease liabilities = ({39,892) (39,892)
Property, Plant, and Equipment,
Met 744158 17,669 761,827
Net Assets without Donor
Restriction 854,684 17.843 B72527
Investment in Property, Plant
and Equipment (744,158) (17,669) (761,827
Met Assets with Donor
Restriction (1,367 876) (18,919) (1,386,79%)
(513.192) = (513,1923

The impact on the Statement of Activities for the year ended December 31, 2022 was as
follows:

Before After
Adjustment Adjustments Adjustment
uspo usoD uUsD
Interest Expense on Lease
Liability - (74) (174)
Projects expenses (2,812,568) 18,919 {2,793,649)
(2,812,568) 18,745 (2,793,823)
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The Applied Research Institute - Jerusalem (ARL))

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

18. Prior Years Adjustments (Continued)
2- The Management has adjusted the investment in associate balance for the foreign
currency translation for the year ended December 31, 2022,

The impact on Statement of the Financial Position was as follows:

Before After
Adjustment Adjustments Adjustment
usp uso uso
Investment in Associate 258,005 (42,489) 215,516
Other Comprehensive Income
items: Foreign Currency
Translation Reserve - 42,489 42,489
258,005 - 258,005

19.Legal Cases

As of December 31, 2023, one lawsuit was filed against ARL for labor claims, none were filed
from ARIJ against others. As per the opinion of the legal advisor, ARIJ has set enough
provisions in compliance with the related regulations.

20. Continuity Plan and Action Plan

ARIJ's board of directors had set a plan to cover the deficit in the net assets without donor
restriction through implementing the following steps:

1. Fundraising: Seeking alternative sources of funding including individual donations, in
addition to collaborating with strategic partners to secure additional unrestricted support,

2. Review of Budget, Expenses, and activities for 2024: ARIJ will conduct a thorough
review of the budget and activities expenses in 2024 to determine the areas where ARIJ can
reduce costs without affecting core programs and services. This will require close
collaboration between the finance and programme teams within ARILJ, as well as engaging
with other institutions to reduce expenses.

The board of directors believes that this plan will assist ARIJ to reduce the financial deficit
and ensure long term financial sustainability.

21. Financial Instruments - Fair Values and Risk Management

The main risks arising from ARIJ financial instruments are the following risks:
= Fair Values of Financial Assets and Liabilities

The carrying book value of financial assets and liabilities are not materially different from their
fair values applicable at the date of the Consolidated Financial Statements,

+ Credit risk

ARI)'s credit risk is primarily attributable to its liquid funds and receivables, The credit risk on
liquid funds is limited because liquid assets are placed with reputable financial institutions.
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The Applied Research Institute - Jerusalem (ARL))

Motes to the Consolidated Financial Statements
For the Year Ended December 31, 2023

21. Financial Instruments - Fair Values and Risk Management {Continued)
« Currency Risk

Currency risk arises from the possibility that changes in the exchange rates may affect
negatively the value of the financial assets and liabilities in case ARIJ does not hedge its
currency exposure by means of hedging instruments. The management usually distributes its
liquid assets over its functional currencies to minimize any possible loss from Currency rate
fluctuation,

= Relationship with Donors

The majority of ARIJ revenues and support for the years ended December 31, 2023, and 2022
were derived from grants received from individuals or donor agencies. ARL) 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 ARIJ ability
to finance ongoing cperations in the coming years.

= Liguidity risk

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

22. Comparative Figures

Certain prior year figures have been reclassified to conform to the presentation of the current
year, there were no effects on ARLJ statement of activities as a result of that.

23. Impact of Israeli War on Gaza

During the month of October 2023, the Israeli war on Gaza Strip erupted, resulting in
significant destruction affecting all aspects of life. This led to damage in all business and
economic activities in Gaza Strip and West Bank, accompanied by numerous market closures
and movement restrictions between cities, resulting in the suspension of normal business
activities,

ARILJ) management has examined the exceptional circumstances that may have a material
impact on its activities and the risks associated with them. It concluded that the primary
effects could arise from:

- The increased default risks due to the fact that donors and contracting parties' inability to
fulfill their contractual obligations to ARL.

- Due to the Israeli war on Gaza strip, certain donors based on their political reasons have
temporarily frozen the donation and the related project activities on all Palestinian
institutions including ARIJ.

The situation in Gaza remains unstable and unpredictable as the result of the War. The
management will continue to evaluate the impact of the war on its activities and Consolidated
Financial Statements and take the appropriate measures with this regard.
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