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O Grant Thornton

GRANT THORNTON LLP
757 Third Avenue, 9" Floor
New York, NY 10017

D +1212599 0100
F +12123704520

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
Friends of the Israel Defense Forces

We have audited the accompanying financial statements of Friends of the Israel
Defense Forces (“FIDF”), which comprise the statement of financial position as of
December 31, 2020, and the related statements of activities, functional expenses and
cash flows for the year then ended, and the related notes to the financial statements.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements 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 entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

GT.COM

Grant Thornton LLP is the U.S. member firm of Grant Thornton International Ltd (GTIL). GTIL and each of its member firms
are separate legal entities and are not a worldwide partnership.



O Grant Thornton

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Friends of the Israel Defense Forces as of
December 31, 2020, and the changes in its net assets and its cash flows for the year
then ended in accordance with accounting principles generally accepted in the United
States of America.

Report on 2019 summarized comparative information

We have previously audited FIDF’s 2019 financial statements (not presented herein),
and we expressed an unmodified audit opinion on those audited financial statements
in our report dated October 13, 2020. In our opinion, the accompanying summarized
comparative information as of and for the year ended December 31, 2019 is
consistent, in all material respects, with the audited financial statements from which it
has been derived.

Do Thowdon LLP

New York, New York
August 11, 2021



Friends of the Israel Defense Forces

STATEMENT OF FINANCIAL POSITION

As of December 31, 2020, with summarized comparative information as of December 31, 2019

ASSETS

Cash and cash equivalents
Investments (Note 3)

Contributions receivable - net (Note 5)
Prepaid expenses and other assets
Fixed assets - net (Note 7)

2020 2019
$ 632,916 $ 1,122,901
130,047,233 105,979,796
73,867,440 110,366,839
198,791 507,733
772,602 855,227

Total assets

$ 205,518,982

$ 218,832,496

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable and accrued expenses
Payroll Protection Plan loan payable (Note 14)
Grants payable for capital projects (Note 9)
Annuities payable (Note 8)

Total liabilities

NET ASSETS
Without donor restrictions
With donor restrictions (Note 13)

Total net assets

$ 2,096,672 $ 2,207,166
2,670,524 -
20,213,078 6,358,311
10,307,292 9,335,034
35,287,566 17,900,511
39,326,272 36,108,270
130,905,144 164,823,715
170,231,416 200,931,985

Total liabilities and net assets

$ 205,518,982

$ 218,832,496

The accompanying notes are an integral part of these financial statements.
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Friends of the Israel Defense Forces

STATEMENT OF ACTIVITIES

For the year ended December 31, 2020, with summarized comparatibe information for the year ended December 31, 2019

REVENUES, GAINS, LOSSES AND OTHER SUPPORT
Contributions
Bequests
Special events income (Note 2)
Direct costs of special events
Special events income, net
In-kind contributions (Note 2)
Investment income (Note 3)
Foreign exchange gain (loss)
Change in split interest agreements
Net assets released from restrictions (Note 13)

Total revenues, gains, losses and other support
EXPENSES
Program services:
Construction programs - transfers (cash)
Construction programs - change in grants payable
Construction programs
Educational and scholarship programs
Wellbeing and recreational programs
Total program services
Supporting services:
Management and general
Fundraising
Total supporting services
Bad debt expense from uncollectible pledges
Total expenses
Change in net assets

Net assets - beginning of year

Net assets - end of year

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

Total
Without Donor With Donor
Restrictions Restrictions 2020 2019
$ 12,417,360 $ 30,422,347 $ 42,839,707 $ 35,850,998
6,950,530 3,699,481 10,650,011 12,511,059
$ 6,100,812
(862,133)
717,511 4,521,168 5,238,679 37,370,344
1,256,760 - 1,256,760 680,590
2,489,241 1,652,126 4,041,367 5,954,777
(151,174) - (151,174) (56,267)
(1,197,313) (122,067) (1,319,380) (1,300,060)
73,836,103 (73,836,103) - -
96,319,018 (33,763,048) 62,555,970 91,011,441
$ 7373543
13,854,767
21,228,310 - 21,228,310 13,305,713
24,873,792 - 24,873,792 28,239,600
27,049,039 - 27,049,039 43,066,109
73,151,141 - 73,151,141 84,611,422
10,859,891 - 10,859,891 11,641,293
9,083,172 - 9,083,172 12,230,464
19,943,063 - 19,943,063 23,871,757
6,812 155,523 162,335 369,559
93,101,016 155,523 93,256,539 108,852,738
3,218,002 (33,918,571) (30,700,569) (17,841,297)
36,108,270 164,823,715 200,931,985 218,773,282
$ 39,326,272 $ 130,905,144 $ 170,231,416 $ 200,931,985
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Grants for projects and programs (including

direct payments to vendors)
Salaries
Payroll taxes and employee benefits
Occupancy
Telephone and internet
Office supplies
Postage and freight
Consulting and outside services
Professional fees
Travel and conferences
Non-capitalizable equipment purchases
Advertising
Printing and publications
Photo and video services
Insurance
Credit card and bank fees
Catering/refreshments
Entertainment/speakers
Promotional items and awards
Depreciation and amortization
Miscellaneous

Less expenses deducted directly from revenue

on the statement of activities

Total expenses before bad debt expense

Bad debt expense

Total expenses

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

Friends of the Israel Defense Forces

STATEMENT OF FUNCTIONAL EXPENSES

For the year ended December 31, 2020, with summarized comparative information for the year ended December 31, 2019

Program Services Supporting Services Total
Educational Wellbeing and Management Direct Costs
Construction and Scholarship Recreational and of Special
Programs Programs Programs Total General Fundraising Events 2020 2019

$ 20,525,691 $ 23,524,660 $ 26,194,593 $ 70,244,944 $ - $ - $ - $ 70,244,944 $ 79,347,885
403,414 695,406 518,373 1,617,193 5,391,521 4,988,600 - 11,997,314 12,778,996
99,509 214,303 119,298 433,110 1,262,350 1,027,755 - 2,723,215 2,899,550

17,644 78,168 7,352 103,164 928,702 619,134 - 1,651,000 1,475,223

1,878 18,106 699 20,683 123,433 82,288 - 226,404 272,499

1,059 21,889 486 23,434 39,136 9,714 - 72,284 122,524

31 2,026 28 2,085 30,972 147,883 - 180,940 387,753

65,798 16,450 27,416 109,664 91,387 164,539 - 365,590 457,247

57,655 192,943 70,099 320,697 1,701,628 1,509,294 - 3,531,619 6,458,939

46,099 39,125 64,552 149,776 175,951 157,167 109,879 592,773 3,710,381

5777 - - 5,777 9,377 - - 15,154 10,010

- 31,685 - 31,685 239 24,919 - 56,843 430,694

922 421 541 1,884 4,760 95,367 - 102,011 470,525

2,833 38,274 40,474 81,581 - 39,829 - 121,410 204,752

- - - - 268,173 162 - 268,335 289,084

- - - - 572,702 - - 572,702 549,467

- - - - 20,031 62,516 624,349 706,896 4,493,682

- 336 - 336 2,414 64,151 53,723 120,624 494,998

- - 5,128 5,128 14,972 89,854 74,182 184,136 496,343

- - - - 152,360 - - 152,360 141,545

- - - - 69,783 - - 69,783 93,575

21,228,310 24,873,792 27,049,039 73,151,141 10,859,891 9,083,172 862,133 93,956,337 115,585,672
- - - - - - (862,133) (862,133) (7,102,493)

21,228,310 24,873,792 27,049,039 73,151,141 10,859,891 9,083,172 - 93,094,204 108,483,179

- - - - - - - 162,335 369,559

$ 21,228,310 $ 24,873,792 $ 27,049,039 $ 73,151,141 $ 10,859,891 $ 9,083,172 $ - $ 93,256,539 $ 108,852,738




Friends of the Israel Defense Forces

STATEMENT OF CASH FLOWS

For the year ended December 31, 2020, with summarized comparative information for the year ended December 31, 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities
Depreciation and amortization
Contributions restricted for endowments
Change in split interest agreements
Contributions restricted for split-interest agreements
Realized and unrealized gain on investments
(Increase) decrease in assets
Contributions receivable
Prepaid expenses and other assets
Increase (decrease) in liabilities
Accounts payable and accrued expenses
Payroll Protection Plan loan payable
Grants payable for capital projects

Net cash provided by (used in) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of fixed assets
Purchases of investments and securities
Proceeds from sale of investments and securities
Net cash (used in) provided by investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from contribution for endowment
Proceeds from investments subject to split-interest agreements
Proceeds from investment income subject to split-interest agreements
Payment of annuity obligations
Net cash provided by financing activities
Net change in cash and cash equivalents

Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year

The accompanying notes are an integral part of these financial statements.
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2020

2019

(30,700,569)

$ (17,841,297)

152,360 141,545
(163,331) (1,181,115)
1,319,380 (1,277,891)
(299,338) (1,816,881)
(3,325,441) (2,173,734)
36,499,399 18,575,040
308,942 (36,863)
(110,494) (894,976)
2,670,524 -
13,854,767 (1,790,481)
20,206,199 (8,296,653)
(69,735) (200,508)
(55,464,139) (47,289,460)
32,931,557 50,794,600
(22,602,317) 3,304,632
163,331 1,181,115
1,761,000 2,757,000
1,844,126 2,673,220
(1,862,324) (1,624,982)
1,906,133 4,986,353
(489,985) (5,668)
1,122,901 1,128,569
632,916 $ 1,122,901




Friends of the Israel Defense Forces
NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE 1 - PURPOSE OF ORGANIZATION

Friends of the Israel Defense Forces (“FIDF”) was incorporated under the laws of the State of New York on
December 15, 1981 and began operations on April 1, 1983. FIDF is a Section 501(c)(3) not-for-profit
organization and is exempt from federal income taxes under Section 501(a) of the Internal Revenue Code
(the “Code”). FIDF has been classified as a publicly supported organization as described in Section
509(a)(1) of the Code.

FIDF offers educational, cultural, recreational, social services programs, and facilities that provide hope,
purpose, and life-changing support for the soldiers who protect Israel. FIDF’s primary sources of revenue
are contributions and special event income.

FIDF’s national office and New York regional offices are located in New York City. Other regional offices
are located in or near Atlanta, Baltimore, Boca Raton, Boston, Chicago, Cleveland, Detroit, Houston, Los
Angeles, Miami, Philadelphia, San Diego, San Francisco, Washington, D.C. and Tel Aviv, Israel.

FIDF’s support for the soldiers includes the following programs and projects:
Educational and Scholarship Programs

The FIDF IMPACT! Scholarship Program grants full 4-year scholarships to Israeli soldiers who have
completed their military service. The personal nature of the program enables sponsors to directly see the
“impact” of their donations on veterans’ lives, and offers the opportunity to build relationships which last
way beyond the completion of the recipient’s studies. To be eligible, veterans must come from a combat
or combat-support unit and a disadvantaged socioeconomic background. Each scholarship recipient is
required to complete 130 hours of community service every year during the full term of the scholarship.
FIDF partners with 20 organizations which empower the students to help their communities and improve
their environment. In the 2020-2021 academic year, FIDF was able to fund approximately 4,225
scholarships of college or university study. In 2020, FIDF had granted approximately $17.1 million of
scholarship assistance.

During 2020, FIDF also sponsored approximately $6.4 million of educational programs which provide for a
successful continuum from high school to higher education, or for soldiers to enter directly into the job
market. These programs utilize seminars, workshops, discussion groups and field trips to also assist new
immigrant soldiers in their assimilation process, provide enrichment opportunities to soldiers with special
needs, and develop educational resources. During 2020, about 28,863 soldiers participated in such
activities.

Wellbeing and Recreational Programs

The Dignity Program eases the burden by providing economic relief for soldiers who are in financial distress
through the provision of cash subsidies, basic furniture and home appliances, holiday gift packages, food
vouchers, and other assistance to their families. During 2020, FIDF provided approximately $5.4 million for
such assistance to about 11,507 soldiers.

The Lone Soldiers Program ensures Lone Soldiers never feel truly alone by enabling FIDF to act as a
second family for soldiers who have no immediate family in Israel during their military service. FIDF also
sponsors flights for lone combat soldiers, enabling them to visit their families in their home countries during
their period of service. During 2020, FIDF provided approximately $5.5 million to assist over 6,730 lone
soldiers through these programs.

The Legacy Program provides comfort and care by helping those families who have suffered a devastating
loss of a loved one fallen during military service. Through recreational vacations in Israel with activities
such as workshops, shows, excursions, entertainment by popular Israeli artists, sports activities, and more,



Friends of the Israel Defense Forces
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2020

FIDF stands united by the side of these beloved families through their lives. The program also sponsors
trips to the United States for children and siblings of fallen soldiers who share the experience of summer
camp in the U.S. with American children of similar age. During 2020, FIDF provided approximately $900
thousand for such activities, aiding over 2,435 members of bereaved families.

The Spirit/Rest and Recreation Program sponsors various units with wellbeing needs such as fun days,
trips and sports events and wellbeing equipment, and provides a week of rest and recuperation for active-
duty combat units. Soldiers enjoy a week of R&R at recreation centers which are fully equipped with lodging
and dining facilities, swimming pools, fitness rooms, and other amenities. During 2020, FIDF provided
approximately $800 thousand for such activities, sponsoring 57 weeks of such programs for a total of about
5,530 soldiers.

The Adopt a Brigade Program provides support for the DIGNITY Program, Spirit/Rest and Recreation
Program, the Lone Soldiers Program and general wellbeing activities of the designated brigades. During
2020, FIDF provided approximately $1.8 million to sponsor the general wellbeing needs of the 10 brigades
adopted by FIDF (approximately 37,500 soldiers).

The Adopt a Battalion Program provides year-long recreational activities for designated battalions. During
2020, FIDF provided approximately $1.9 million to sponsor ceremonies, trips and other wellbeing activities
for the 81 battalions adopted by FIDF (approximately 30,000 soldiers).

The Wounded Veterans Program offered a second chance at a life without limitations in 2020 with
approximately $2.2 million to sponsor activities supporting over 1,050 wounded veterans.

The Spiritual Needs Program, in cooperation with the IDF rabbinate, provides for Judaica and ritual articles,
holiday celebrations and activities and other educational and social activities. During 2020, FIDF provided
approximately $3.5 million to sponsor such articles and activities.

Construction Programs

FIDF helps provide a ‘home away from home’ by sponsoring the construction, refurbishment and
maintenance of recreation and sports centers, cultural and educational facilities, synagogues, memorial
rooms, auditoriums, and soldier recreational homes for soldiers throughout Israel. These facilities range
from individual structures to large wellbeing complexes. FIDF also sponsors the construction and
renovation of smaller projects and semi-permanent facilities, such as social clubs, and synagogues that
soldiers can use everywhere. Construction activity during 2020 was as follows: 3 construction projects
were completed, with a total budget of approximately $4.4 million, 14 additional projects were under
construction, with a total budget of approximately $32 million, and 9 projects were in the design and bidding
stage, with a total budget of approximately $19.4 million. In addition, 100 smaller facilities renovation and
refurbishment projects were completed, with a total budget of approximately $1.7 million.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The accompanying financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“US GAAP”).

FIDF classifies its net assets in the following categories:

Net Assets Without Donor Restriction - Represent net assets which are not restricted by donors. Net
assets without donor restrictions are funds that are fully available, at the discretion of the Board of
Directors and management, for FIDF to utilize in any of its programs or supporting services. Net assets
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Friends of the Israel Defense Forces
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2020

without donor restrictions may be designated for specific purposes FIDF’s Board of Directors or may be
limited by legal requirements or contractual agreements with outside parties.

Net Assets With Donor Restriction - Represent net assets which are subject to donor-imposed
restrictions whose use is restricted by time and/or purpose. A portion of FIDF’s net assets with donor
restrictions are subject to donor-imposed restrictions that require FIDF to use or expend the gifts as
specified, based on purpose or passage of time. When donor restrictions expire, that is, when a purpose
restriction is fulfilled or a time restriction ends, such net assets are reclassified to net assets without
donor restrictions and reported on the statement of activities as net assets released from restrictions.

Another portion of net assets with donor restrictions stipulates that the corpus of the gifts be maintained
in perpetuity, but allow for the expenditure of net investment income and gains earned on the corpus for
either specified or unspecified purposes.

Use of Estimates

The preparation of financial statements in conformity with US 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. Estimates also affect the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Summarized Financial Information

The financial statements include certain prior-year summarized comparative totals but not by net asset
class. Such information does not include sufficient detail to constitute a presentation in conformity with
US GAAP. Accordingly, such information should be read in conjunction with FIDF’s financial statements
for the year ended December 31, 2019, from which the summarized totals were derived.

Cash and Cash Equivalents

Cash and cash equivalents include certain investments in highly liquid instruments with original maturities,
when acquired, of three months or less. Cash balances denominated in a foreign currency, primarily the
New Israeli Shekel (“NIS”), are reported at the exchange rate effective at the reporting date.

Investments

Investments are recorded at fair value. FIDF invests in various investment securities. These securities are
exposed to various risks such as interest rate, market and credit risks. Due to the level of risk associated
with investment securities, it is at least reasonably possible that changes in the values of investment
securities will occur in the near term, based upon the markets’ fluctuations, and that such changes could
materially affect FIDF’s financial statements.

Fair Value Measurements

Fair value is the exchange price that would be received for an asset or paid to transfer a liability (an exit
price) in the principal or most advantageous market for the asset or liability in an orderly transaction between
market participants on the measurement date. As required by US GAAP for fair value measurement, FIDF
uses a fair value hierarchy that maximizes the use of observable inputs and minimizes the use of
unobservable inputs by requiring that the observable inputs be used when available.
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Friends of the Israel Defense Forces
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2020

Observable inputs are inputs that market participants would use in pricing the asset or liability based on
market data obtained from independent sources. Unobservable inputs reflect assumptions that market
participants would use in pricing the asset or liability based on the best information available in the
circumstances.

The hierarchy is broken down into three levels based on the transparency of inputs as follows:

Level 1 - Quoted prices are available in active markets for identical assets or liabilities. A quoted price
for an identical asset or liability in an active market provides the most reliable fair value
measurement because it is directly observable to the market;

Level 2 - Pricing inputs other than quoted prices in active markets, which are either directly or indirectly
observable. The nature of these securities include investments for which quoted prices are
available but traded less frequently and investments that are fair valued using other
securities, the parameters of which can be directly observed; and

Level 3 - Securities that have little to no observable pricing. These securities are measured using
management’s best estimate of fair value, where the inputs into the determination of fair
value are not observable and require significant management judgment or estimation.

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions that
market participants use to make valuation decisions, including assumptions about risk. Inputs may include
price information, volatility statistics, specific and broad credit data, liquidity statistics, and other factors. A
financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is
significant to the fair value measurement. However, the determination of what constitutes “observable”
requires significant judgment by FIDF. FIDF considers observable data to be that market data that is readily
available, regularly distributed or updated, reliable and verifiable, not proprietary, and provided by
independent sources that are actively involved in the relevant market. The categorization of a financial
instrument within the hierarchy is based upon the pricing transparency of the instrument and does not
necessarily correspond to FIDF’s perceived risk of that instrument.

The following is a description of the valuation methodologies used for assets and liabilities measured at fair
value. There have been no changes in the methodologies used at December 31, 2020 as compared to
December 31, 2019.

U.S. Treasury and government agency guaranteed obligation - Valued using pricing models maximizing
the use of observable inputs for similar securities.

Exchange traded funds (ETFs) and common stock - Valued at the closing price reported on the active
market on which the individual securities are traded.

Mutual funds and common trust funds - Valued at the net asset value (“NAV”) of shares held at year end.

State of Israel bonds - Fair value is determined using observed pricing for similar instruments, which
approximates cost.

The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while FIDF believes its valuation methods
are appropriate and consistent with other market participants, the use of different methodologies or
assumptions to determine the fair value of certain financial instruments could result in a different fair value
measurement at the reporting date.
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Friends of the Israel Defense Forces
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2020

See Note 3 for a table which sets forth by level, within the fair value hierarchy, the assets and liabilities at
fair value as of December 31, 2020.

Contributions Receivable

Unconditional promises to give that are expected to be collected within one year are recorded at net
realizable value. Unconditional promises to give that are expected to be collected in future years are
recorded at the present value of their estimated future cash flows. The discounts on those amounts are
computed using risk-adjusted interest rates applicable to the years in which the promises are received. The
amortization of discounts is included in contribution revenues on the accompanying statement of activities
for the year ended December 31, 2020. Conditional promises to give are not recorded as receivable until
the conditions are substantially met. Interest is not charged on outstanding receivables.

Allowance for Doubtful Accounts

FIDF determines whether an allowance for doubtful accounts should be provided for contributions and other
accounts receivable. Such estimates are based on management’s assessments of its receivable balances,
current economic conditions, subsequent collections and historical information. Receivables are written off
when all reasonable collection efforts have been exhausted.

Fixed Assets

Fixed assets are stated at cost. Items of $500 or more with an estimated useful life of more than one year
are capitalized at cost. Depreciation is recorded under the straight-line method over the estimated useful
lives of the assets. Leasehold improvements are amortized over the estimated useful lives of the assets or
remaining lease terms, whichever is shorter.

Contributions

Unconditional contributions including promises to give cash and other assets are reported at fair value at
the date the contribution is received. Such gifts are reported as support with donor restrictions if they are
received with donor stipulations that limit the use of the donated assets. When a donor restriction expires,
that is, when a stipulated time restriction ends or purpose restriction is accomplished, net assets with donor
restrictions are reclassified as net assets without donor restrictions and reported in the accompanying
statement of activities as net assets released from restrictions.

For the year ended December 31, 2020, approximately 13% of contribution revenues were provided by five
donors.

Bequests

Bequest income is recorded when notification of the bequest is received, the will is declared valid by the
probate court and the proceeds are reasonably determinable.

In-kind Contributions

Donated legal services with a fair value of $1,249,254 for the year ended December 31, 2020 were
recognized at the date the services were received and are reported as in-kind contributions and professional
fees in the accompanying statements of activities and functional expenses, respectively. Promotional items
and awards received for the purposes of special events with a fair value of $7,506 for the year ended
December 31, 2020 were recognized at the date of the donation and are reported within special events
income and direct costs of special events in the accompanying statement of activities.
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Friends of the Israel Defense Forces
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2020

Functional Allocation of Expenses

The costs of providing services have been summarized on a functional basis. Accordingly, certain costs
have been allocated among the programs and supporting services benefited.

Grants Payable

Grants are recorded as expenses in the year in which they are awarded, including multi-year awards which
are discounted to present value using risk-adjusted discount rates.

Rent Expense

Rent expense is recorded on the straight-line basis over the terms of the leases.
Advertising

Advertising costs are expensed when incurred.

Uncertainty in Income Taxes

FIDF follows guidance that clarifies the accounting for uncertainty in tax positions taken or expected to be
taken in a tax return, including issues relating to financial statement recognition and measurement. This
guidance provides that the tax effects from an uncertain tax position can only be recognized in the financial
statements if the position is “more-likely-than-not” to be sustained if the position were to be challenged by
a taxiing authority. The assessment of the tax position is based solely on the technical merits of the position,
without regard to the likelihood that the tax position may be challenged.

FIDF is exempt from federal income tax under IRC section 501(c)(3), though it is subject to tax on income
unrelated to its exempt purpose, unless that income is otherwise excluded by the Code. FIDF has
processes presently in place to ensure the maintenance of its tax-exempt status; to identify and report
unrelated business income; to determine its filing and tax obligations in jurisdictions for which it has a nexus;
and to identify and evaluate other matters that may be considered tax positions. FIDF has determined that
there are no material uncertain tax positions that require recognition or disclosure in the financial
statements. In addition, FIDF has not recorded a provision for income taxes as it has no material tax liability
from unrelated business income activities.
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Friends of the Israel Defense Forces
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2020

NOTE 3 - INVESTMENTS AND FAIR VALUE MEASUREMENTS

The following table sets forth by level, within the fair value hierarchy, the assets and liabilities as of
December 31, 2020:

Level 1 Level 2 Level 3 Total
Investments
U.S. Treasury and government
agency guaranteed obligations  $ - $ 28,228,719 § - $ 28,228,719
Mutual funds and ETFs 3,867,492 4,438,535 - 8,306,027
Common stock 9,014,719 - - 9,014,719
State of Israel bonds - 6,286,964 - 6,286,964
Total investments reported
on the fair value
hierarchy $ 12,882,211 $ 38,954,218 $ - 51,836,429
Cash and cash equivalents 63,086,774
Certificates of deposit 698,143
Investments at NAV 14,425,887
Total investments $ 130,047,233

FIDF’s investments at NAV as of December 31, 2020 consisted of holdings in eight funds. The redemption
terms for these funds vary from daily to semi-monthly and there are no associated unfunded commitments
as of December 31, 2020.

Investment income consisted of the following as of December 31, 2020:

Interest and dividend income $ 715,926
Realized and unrealized gain on investments 3,325,441
Total investment income $ 4,041,367

NOTE 4 - FOREIGN EXCHANGE

For the year ended December 31, 2020, the net realized foreign exchange loss on FIDF’s foreign currency
transactions amounted to $156,815.

In addition, at December 31, 2020, unrealized gain on foreign currency held in the bank amounted to

$5,641, representing the difference between the carrying value of the currency in the accompanying
statement of financial position and the purchase cost of that currency.

15



Friends of the Israel Defense Forces
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2020

NOTE 5 - CONTRIBUTIONS RECEIVABLE

Unconditional contributions receivable have been recorded at fair value. Those receivables that are due in

more than one year have been discounted to their present value using an estimated discount rate of 3%.
The receivables are due as follows as of December 31, 2020:

Less than one year $ 51,982,421
One to five years 31,258,030
More than five years 1,260,453
84,500,904
Less: discount to present value (3,177,101)
81,323,803
Less: allowance for doubtful accounts (7,456,363)
Contributions receivable - net $ 73,867,440

Contributions receivable at December 31, 2020 included outstanding pledges from five donors, which
collectively represented approximately 42% of total outstanding gross contributions receivable.

NOTE 6 - LIQUIDITY AND AVAILABILITY OF RESOURCES

FIDF manages its liquidity and reserves pursuant to a policy that takes into account the timing and stability
of cash disbursements, the timing of cash receipts and cash disbursements, willingness to borrow and
strategic direction. FIDF monitors cash balances at least quarterly to provide reasonable assurance that

obligations will be discharged. During the year ended December 31, 2020, the level of liquidity was
managed within the policy requirements.

Financial assets available within one year as of December 31, 2020 are as follows:

Cash and cash equivalents $ 632,916
Investments 130,047,233
Contributions receivable, net 73,867,440
Total financial assets 204,547,589

Donor-imposed restrictions:
Investments and contributions receivable, net (129,585,294)
Contractual and internal restrictions (42,168,868)
Total financial assets available within one year for general expenditure $ 32,793,427
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NOTE 7 - FIXED ASSETS

Fixed assets at December 31, 2020 consisted of the following:

Estimated
Useful Life
Office equipment 5years $ 67,732
Computer hardware and software 3 -5years 834,031
Furniture and fixtures 7 years 244,122
Leasehold improvements 2 - 15 years 812,026
1,957,911
Less: accumulated depreciation and amortization (1,185,309)
$ 772,602

Depreciation expense for the year ended December 31, 2020 was $152,360.

NOTE 8 - SPLIT-INTEREST AGREEMENTS

FIDF’s investments include funds pertaining to split-interest agreements with donors, consisting primarily
of charitable gift annuities and charitable remainder unitrusts. Contribution revenues for split-interest
agreements are recognized at the date the agreement is established, along with a related liability
representing the present value of the future payments to be made to the donor and/or other beneficiaries.
The present value of payments to beneficiaries is calculated using discount rates of 3% - 6%. Gains or
losses resulting from changes in actuarial assumptions and accretions of the discount are recorded as
increases or decreases in the respective net asset class in the accompanying statement of activities.

The following table summarizes the changes in FIDF’'s Level 3 annuities payable for the year ended
December 31, 2020:

Charitable

Reminder
Trusts and Gift

Annuities
Balance at December 31, 2019 $ 9,335,034
Additions 1,461,662
Payments to annuitants (1,862,324)
Terminated agreements (94,253)
Change in fair value of annuities payable 1,467,173
Balance at December 31, 2020 $ 10,307,292

The fair value of investments held for annuities and trusts totaled $21,587,085 at December 31, 2020.
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NOTE 9 - GRANTS PAYABLE FOR CAPITAL PROJECTS

Grants payable for capital projects reflects firm commitments for the construction of capital projects in Israel.
The change in the amount payable during the year is reflected in grants for projects and programs in the
accompanying statement of activities.

These grants were due to be paid as follows as of December 31, 2020:

Current $ 9,065,491
One to three years 11,615,799
20,681,290
Less: discount to present value (3%) (468,212)

$ 20,213,078

Commitments denominated in NIS have been converted to U.S. dollars at the exchange rate in effect at
December 31, 2020.

NOTE 10 - RENT EXPENSE AND LEASE COMMITMENTS
FIDF leases office space for its national office and regional offices around the United States as well as in
Israel. The leases of these facilities expire at various dates between 2021 and 2031, however, certain

facilities are rented on a month-to-month basis.

The minimum annual rental obligations in connection with lease commitments are as follows for the years
ending December 31:

2021 $ 1,450,852
2022 1,398,456
2023 1,293,954
2024 1,094,908
2025 1,084,453
2026 and thereafter 6,460,112

$ 12,782,735

The minimum annual rental obligation reported above includes a 15-year lease commitment for office space
totaling $11,451,026. The security deposit for the lease is provided via a letter of credit in the amount of
$360,782 and is reflected within prepaid expenses and other assets in the accompanying statement of
financial position as of December 31, 2020.

Rent expense for 2020 was $1,607,595. Included in accounts payable and accrued expenses on the
accompanying statement of financial position is deferred rent in the amount of $733,638 at December 31,
2020, which represented the effect of straight-lining the total minimum lease payments over the respective
lease terms.

NOTE 11 - CONCENTRATIONS

Financial instruments which potentially subject FIDF to a concentration of credit risk are cash accounts with
a financial institution in excess of Federal Deposit Insurance Corporation insurance limits.
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NOTE 12 - EMPLOYEE RETIREMENT PLAN

FIDF sponsors a 403(b) defined contribution employee retirement plan that covers substantially all
employees in the United States. It is funded through voluntary contributions by participants and employer
matching contributions of up to 3%. In May 2020, as an austerity measure, FIDF suspended this match on
a temporary basis. Retirement plan expense for the year ended December 31, 2020 was $117,841.

NOTE 13 - NET ASSETS WITH DONOR RESTRICTIONS

Net assets restricted by time and/or purpose were available for the following programs as of December 31,
2020:

Construction programs $ 7,321,192
Educational and scholarship programs 58,589,443
Wellbeing and recreational programs 40,739,066
Split-interest agreements 14,552,406
Time restrictions 9,703,037

$ 130,905,144

Net assets restricted by time and/or purpose were released from donor restrictions by satisfying the
following for the year ended December 31, 2020:

Construction programs $ 23,003,141
Educational and scholarship programs 24,558,734
Wellbeing and recreational programs 26,274,228
$ 73,836,103

Endowments

Net assets restricted in perpetuity consist of twelve individual donor-restricted endowment funds
established to support activities of FIDF, as well as accumulation of income. As required by US GAAP in
the United States of America, net assets associated with endowment funds are classified and reported
based on the existence of donor-imposed restrictions.

Interpretation of Relevant Law

FIDF has interpreted the New York Prudent Management of Institutional Funds Act (“NYPMIFA”) as
requiring the preservation of the original gift, as of the gift date of the donor-restricted endowment funds,
absent explicit donor stipulations to the contrary. As a result of this interpretation, FIDF classifies as net
assets with donor restriction (a) the original value of the gifts donated to the permanent endowment, (b) the
original value of subsequent gifts to the permanent endowment, and (c) accumulations to the permanent
endowment made in accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund. In accordance with NYPMIFA, FIDF considers the following factors in
making a determination to appropriate or accumulate donor-restricted endowment funds:

e The duration and preservation of the fund
e The purpose of FIDF and the donor-restricted endowment fund

e General economic conditions
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e The possible effects of inflation and deflation

e The expected total return from income and the appreciation of investments
o Otherresources of FIDF

e The investment policies of FIDF

e Where appropriate, alternatives to spending from the donor-restricted endowment fund and the
possible effects of FIDF

Return Objectives, Strategies Employed and Spending Policy

The objective of FIDF is to maintain the principal endowment funds at the historical dollar value designated
by the donor by investing in low-risk securities to generate investment income for the programs supported
by the endowments. Investment income earned in relation to the endowment funds is recorded as

increases to net assets with donor restriction and released from restriction when appropriations are made
for the program for which the endowment fund was established.

Funds with Deficiencies
FIDF does not have any funds with deficiencies.
Endowment Net Asset Composition by Type of Fund

The endowment net asset composition as of December 31, 2020 consisted of the following:

Wellbeing and recreational programs $ 1,055,433
Educational and scholarship programs 8,140,923
Operations 301,503

$ 9,497,859

Changes in endowment net assets for the year ended December 31, 2020 consisted of the following:

Net Assets with Donor Restrictions
Accumulated

Unspent Held in
Earnings Perpetuity Total
Endowment net assets, beginning of year $ 2453814 $ 9,334,528 $ 11,788,342
Investment income (1,552,126) - (1,552,126)
Contributions - 163,331 163,331
Appropriation for expenditure (624,962) - (624,962)
Endowment net assets, end of year $ 276,726 § 9,497,859 § 9,774,585

20



Friends of the Israel Defense Forces
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2020

NOTE 14 - PAYROLL PROTECTION PLAN LOAN PAYABLE

In April 2020, FIDF was granted a loan in the amount of $2,670,524, pursuant to the Small Business
Administration Paycheck Protection Program (the “PPP”) under Division A, Title | of the CARES Act (the
“PPP Loan”).

The PPP Loan, which was in the form of a note dated April 27, 2020, matures on April 27, 2022 and bears
interest at a rate of 1% per annum. The PPP Loan may be prepaid by FIDF at any time prior to maturity
with no prepayment penalties. Funds from the PPP Loan may only be used for certain costs, such as
payroll costs and occupancy expenses. FIDF intends to use the entire PPP Loan amount for qualifying
expenses. Under the terms of the PPP, certain amounts of the PPP Loan may be forgiven if they are used
for qualifying expenses as described in the CARES Act. In 2021, forgiveness of this loan was granted and
will be recognized as income in that year.

NOTE 15 - CONTINGENCIES

In March 2016, an action was brought by certain Palestinian residents against FIDF, certain of its donors,
and numerous other parties in the United States District Court for the District of Columbia. The action seeks
damages in excess of $34.5 billion (subsequently reduced to $1 billion) and alleges, among other things,
civil conspiracy, war crimes, trespass, and pillage. FIDF believes the action is totally without merit and
intends to defend the claims vigorously. The Defendants, including FIDF, filed a joint motion to dismiss the
action, and in August 2017 the District Court granted the Defendants' motion. The Plaintiffs appealed and
in February 2019 the D.C. Circuit reversed the District Court's decision but also significantly limited the
scope of the Plaintiffs' claims (including by limiting any claims based on alleged conduct by the Israeli army).
On July 3, 2020, the Defendants, including FIDF, jointly moved to dismiss the amended complaint for
multiple reasons not considered by the District Court in its earlier opinion. FIDF and its donors also moved
separately to dismiss the amended complaint on the additional basis that the D.C. Circuit’s foreclosure of
claims based on actions by the Israeli army precludes the Plaintiffs’ claims against FIDF and its donors.
The motions to dismiss were fully briefed on December 18, 2020, and are currently pending before the
District Court. After the motions were fully submitted, counsel for Plaintiffs passed away. On July 1, 2021,
interim counsel for Plaintiffs requested that the District Court grant Plaintiffs 120 days to find new
counsel. The request has not yet been ruled upon.

In February 2020, a separate action was brought by individual Palestinians and American taxpayers in the
United States District Court for the District of Columbia against AIPAC and eighteen individuals, including
state, federal, and foreign government officials and the former Executive Director for FIDF’s Broward-West
Palm Region. The action alleges that the Defendants aided and abetted (1) the denationalization and
dehumanization of the Palestinian people and (2) rampant genocide and the installation of an apartheid
regime in the Palestinian territories. The Plaintiffs seek damages of $1 billion against each Defendant. FIDF
believes the action is totally without merit and intends to defend the action vigorously. On August 14, 2020,
the non-government Defendants jointly moved to dismiss the Plaintiffs’ complaint. Among numerous other
arguments, the motion argues that the case against the former Executive Director should be dismissed with
prejudice because the District Court lacks personal jurisdiction over her. On March 3, 2021, the District
Court dismissed the case without prejudice and permitted Plaintiffs to file an amended complaint to cure
the deficiencies in the original complaint, including failure to serve the former Executive Director and
numerous other Defendants properly. Plaintiffs filed an amended complaint that again failed to serve the
former Executive Director and the other Defendants, and the Court dismissed the case on April 23, 2021.
After the case was dismissed, counsel for Plaintiffs passed away. On June 16, 2021, interim counsel for
Plaintiffs requested that the District Court grant Plaintiffs 120 days to find new counsel. The request has
not yet been ruled upon.

21



Friends of the Israel Defense Forces
NOTES TO FINANCIAL STATEMENTS - CONTINUED
December 31, 2020

On March 11, 2020, the World Health Organization officially declared COVID-19, the disease caused by a
novel coronavirus, a pandemic. Management has taken steps to reduce its expenditures and increase
liquidity. Management will continue to closely monitor the financial implications that may impact FIDF.

NOTE 16 - SUBSEQUENT EVENTS

Subsequent events have been evaluated through August 11, 2021, which is the date the financial
statements were available to be issued. No subsequent events have occurred that would require
recognition or disclosure in these financial statements other than what has been disclosed within this note
as well as Note 14.

In May 2021, FIDF secured a second loan of $2,000,000 pursuant to the Paycheck Protection Program
authorized under the CARES Act. FIDF plans to submit an application for forgiveness of this loan in 2021
within the period of time prescribed by this program.
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