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INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees of
United Palestinian Appeal, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of the United Palestinian
Appeal, Inc. (UPA) (a not-for-profit corporation), which comprise the statement of financial
position as of December 31, 2012, 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.

Auditors’ 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of United Palestinian Appeal, Inc. as of December 31, 2012, 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 Summarized Comparative Information

We have previously audited UPA’s 2011 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated February 25,
2012. In our opinion, the summarized comparative information presented herein as of and for
the year ended December 31, 2011 is consistent, in all material respects, with the audited

financial statements from which it has been derived.
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1360 Beverly Road
Suite 300

McLean, Virginia 22101
February 26, 2013



UNITED PALESTINIAN APPEAL, INC.

STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2012

(WITH SUMMARIZED FINANCIAL INFORMATION

Assets:

Current assets:
Cash and cash equivalents
Contributions receivable
Inventories
Prepaid expenses

Total current assets
Property and equipment, net
Investments
Deposits
Total assets
Liabilities and net assets:
Current liabilities:

Donor grants payable
Accounts payable
Accrued expenses

Total current liabilities
Net assets:

Unrestricted
Temporarily restricted

Total net assets

Total liabilities and net assets

AS OF DECEMBER 31, 2011)

2012 2011
$ 1,254,976 § 1,058,479
63,352 -
270,017 263,617
174 12,271
1,588,519 1,334,367
303,103 328,385
2,186,752 1,933,591
- 200
$ 4,078,374 § 3.596.543
$ 7,545 § 19,100
68,413 5,900
- 6.875
75.958 31,875
3,051,349 3,317,057
951,067 247,611
4,002,416 3.564,668
$ 4078374 § 3.596.,543

See accompanying notes to financial statements.



UNITED PALESTINIAN APPEAL, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2012

(WITH SUMMARIZED FINANCIAL INFORMATION

FOR THE YEAR ENDED DECEMBER 31, 2011)

Revenues and other support:
Contributions
Stock donations
In-kind contributions
Dividend and interest income, net of

investment fees

Net realized investment gain/(loss)
Net unrealized investment gain/(loss)
Other income
Net assets released from restriction

Total revenues and other support
Expenses:
Program services:
Health and welfare
Community development
Outreach and public information
Education and scholarships
Child sponsorships
Total program services
Supporting services:
Fundraising
Management and general
Total supporting services
Total expenses
Change in net assets

Net assets, beginning of year

Net assets, end of year

See accompanying notes to financial statements.

Temporarily

Unrestricted Restricted 2012 2011
$ 335600 § 789,050 § 1,124,650 $ 1,086,002
56,304 - 56,304 24,926
2,178,337 267,300 2,445,637 744,436
54,044 - 54,044 39,906
1,115 - 1,115 61,460
141,925 - 141,925 (121,959)
83 - 83 1,213

352,894 (352,894) - -
3,120,302 703,456 3,823,758 1,835,984
2,407,474 - 2,407,474 74,261
139,551 - 139,551 95,025
52,988 - 52,988 40,382
439,373 - 439,373 752,031
- - - 182,603
3,039,386 - 3,039,386 1,144,302
161,441 - 161,441 107,754
185,183 - 185,183 137,511
346,624 - 346,624 245,265
3,386,010 - 3,386,010 1,389,567
(265,708) 703,456 437,748 446,417
3,317,057 247,611 3,564,668 3,118,251
$ 3,051,349 § 951,067 § 4,002,416 $ 3,564,668




Salaries

Employee benefits
Payroll taxes

Project grants

In-kind grants

Student grants

Child sponsorships
Travel

Occupancy

Telephone

Postage and shipping
Printing and advertising
Conferences and meetings
Office and miscellaneous
Professional fees
Accounting services
Website and consultant
Bank charges and fees
Penalties

Depreciation

Total expenses

UNITED PALESTINIAN APPEAL, INC.

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2012
(WITH SUMMARIZED FINANCIAL INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2011)

Health Outreach Education
and Community and Public and Management

Welfare Development Information  Scholarships Fundraising  and General 2012 2011
§ 51,245 § 16834 § 24550 § 32,723 $ 59453 § 76,723 § 261,528 § 323,894
3,604 1,021 1,848 2,217 4,476 5,776 18,942 52,229
7,024 1,421 4,027 4,027 9,751 12,584 38,834 18,938
145,202 101,317 11,250 - - - 257,769 183,625
2,178,337 - - 260,458 - - 2,438,795 479,037
- - - 106,375 - - 106,375 84,365
- - - - - - - 80,327
- 10,747 - - - 3,977 14,724 2,314
5,941 1,683 3,047 3,655 7,379 9,523 31,228 25,136
1,685 477 864 1,037 2,093 2,702 8,858 9,477
1,781 504 913 21,096 30,485 2,853 57,632 39,721
- - - - 24,393 29 24,422 15,696
- - - - 1,243 - 1,243 50
3,726 3,018 1,911 2,292 4,627 7,766 23,340 12,367
- - - - - 500 500 454
- - - - - 36,665 36,665 30,661
2,039 577 1,045 1,254 8,984 3,267 17,166 9,304
1,859 527 953 1,144 2,309 2,980 9,772 5,634

- - - - - 11,775 11,775 -
5,031 1.425 2,580 3.095 6.248 8.063 26,442 16,338
$2407474 $ 139551 $§ 52988 $§ 439,373 $ 161441 § 185,183 §$3.386,010 $ 1,389,567

See accompanying notes to financial statements.



UNITED PALESTINIAN APPEAL, INC.,

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2012
(WITH SUMMARIZED FINANCIAL INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2011)

2012 2011

Cash flows from operating activities:
Change in net assets $ 437,748 § 446,417
Adjustments to reconcile change in net

assets provided by operating activities:

Depreciation 26,442 16,338
Net realized (gain)/loss on investments (1,115) (61,460)
Net unrealized (gain)/loss on investments (141,925) 121,959
Non-cash stock donations (56,304) (24,926)
Increase contributions receivable (63,352) -
(Increase)/decrease in inventory (6,400) (259,460)
(Increase)/decrease in prepaid expenses 12,097 (12,271)
Increase/(decrease) in accounts payable 62,513 (2,985)
Increase/(decrease) in accrued expenses (6,875) 6,009
Increase/(decrease) in donor grants payable (11,555) 19,100
Net cash provided by operating activities 251,274 248,721
Cash flows from investing activities:
Purchases of property and equipment (1,160) (26,669)
Decrease in deposits 200 -
Proceeds from sale of investments 19,384 1,828,091
Purchase of investments (73,201) _ (1,867,213)
Net cash used in investing activities (54.777) (65,791)
Net increase in cash 196,497 182,930
Cash, beginning of year 1,058,479 875,549
Cash, end of year $ 1254976 $ 1,058,479

See accompanying notes to financial statements.



UNITED PALESTINIAN APPEAL, INC.,

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

Organization

Organization - United Palestinian Appeal, Inc. (UPA) is a non-profit organization
established in the state of New York in 1978. Its mission is to alleviate the suffering of
Palestinians in the West Bank, Gaza Strip, and refugee camps of Lebanon by providing
health, education, child services, community development, job creation, and emergency
relief.

UPA is supported primarily through contributions from the public. Contributions
are recognized as support when received.

Summary of Significant Accounting Policies

Basis of Accounting - The accompanying financial statements are presented in
accordance with the accrual basis of accounting, whereby, revenue is recognized when
earned and expenses are recognized when incurred.

Summarized Information - The financial statements include certain prior-year
summarized comparative information in total, but not by net asset class. Such
information does not include sufficient detail to constitute a presentation in conformity
with generally accepted accounting principles. Accordingly, such information should be
read in conjunction with UPA’s financial statements for the year ended December 31,
2011, from which the summarized information was derived.

Certain 2011 amounts have been reclassified to conform with the 2012 financial
statement presentation.

Uses of Estimates - Management uses estimates and assumptions in preparing
financial statements in conformity with generally accepted accounting principles. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities, and the reported revenues and expenses.
Actual results could differ from those estimates.

Expense Allocations - UPA allocates costs among program and supporting
services using several methods based on management’s best estimate. These estimates
include how employees spent their time and purpose of services. It is reasonable that
these estimates will change in the near term.

Financial Statement Presentation - UPA follows the Financial Accounting
Standards Board (FASB) Accounting Standards Codification (ASC) 958 for financial
statement presentation. Under FASB ASC 958, UPA is required to report information



UNITED PALESTINIAN APPEAL, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

Summary of Significant Accounting Policies (continued)

regarding its financial position and activities according to three classes of net assets as
follows:

Unrestricted Net Assets - Net assets not subject to donor-imposed
stipulations.

Temporarily Restricted Net Assets - Net assets subject to donor-imposed
stipulations that may or will be met either by actions of UPA and/or the passage
of time.

Permanently Restricted Net Assets - Net assets subject to donor-imposed
stipulations that they be maintained permanently by UPA.

Contributions - UPA records contributions in accordance with FASB ASC 958.
Under FASB ASC 958, contributions received are recorded as unrestricted, temporarily
restricted, or permanently restricted support depending on the existence and/or nature of
any donor restrictions. UPA reports gifts of cash and other assets as temporarily or
permanently restricted revenue 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, temporarily restricted net assets
are reclassified to unrestricted net assets and reported in the statement of activities as net
assets released from restrictions. When donor restrictions are met in the same reporting
period, temporarily restricted contributions are reported as unrestricted contributions.

Contributed Materials - Contributed materials are recorded as contributions at
their estimated fair value as of the date of the donation.

Functional Expenses - The costs of providing various program and supporting
services have been summarized on a functional basis on the schedule of functional
expenses. Certain costs have been allocated among program and supporting services as
follows:

Health and Welfare - All expenses incurred for medium and long-term
health projects including mobile clinics and primary care clinics. As well as
services including emergency food distribution, medical visits, pharmaceuticals,
trauma counseling for Palestinians in the West Bank, Gaza and refugee camps in
the Arab countries. Expenses incurred also provide projects that directly benefit
handicapped, orphaned, or extremely deprived children through programs
conducted by UPA’s partners.



UNITED PALESTINIAN APPEAL, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

Summary of Significant Accounting Policies (continued)

Community Development - All expenses incurred to rebuild and
rehabilitate Palestinian community infrastructures as well as environmental and
agricultural projects, and to implement micro-finance, micro-enterprise and other
projects that stimulate employment.

Qutreach and Public Information - All expenses incurred to educate the
general public and raise awareness about Palestinian history, language, and
culture.

Education and Scholarships - Financial assistance in the form of
university scholarships, work study opportunities and fellowships and vocational
training provided to needy Palestinian students who are living in or intend to
return to Palestine.

Fundraising - All expenses incurred with the purpose of raising funds.

Management and General - All other operating expenses incurred by UPA
in the accomplishment of its tax exempt purposes.

Income Taxes - UPA has received a tax determination letter from the Internal
Revenue Service and is exempt from federal income tax under Section 501(c)(3) of the
Internal Revenue Code. As such, only unrelated business income is subjected to income
tax. For the year ended December 31, 2012, there is no unrelated business income.

Accounting for uncertain tax positions - UPA accounts for uncertain tax positions
under FASB ASC 740. FASB ASC 740 clarifies the accounting for uncertainty in
income taxes recognized in an enterprise’s financial statements. FASB ASC 740
prescribes a comprehensive model for recognizing, measuring, presenting, and disclosing
in financial statements tax positions taken or expected to be taken on a tax return,
including the position that UPA is exempt from income taxes. UPA believes that it has
appropriate support for any tax positions taken, and as such, does not have any uncertain
tax positions that are material to the financial statements.

UPA’s federal Return of Organization Exempt from Income Tax (Form 990) is
open to examination by the IRS, generally for three years after it was filed.

Cash and Cash Equivalents - For purposes of the statement of cash flows, cash
consists of demand deposits and money market funds held in banks except for money
market funds held as investments.



UNITED PALESTINIAN APPEAL, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

Summary of Significant Accounting Policies (continued)

Contributions Receivable - Contributions receivable that are expected to be
collected within one year are recorded at net realizable value. Contributions receivable
that are expected to be collected in future years are recorded at the present value of their
estimated future cash flows. Management periodically reviews the collectibility of
contributions receivable. Management determines the allowance for doubtful accounts by
using the historical experience applied to an aging of contributions receivable.
Contributions receivable are written off when considered uncollectible. At December 31,
2012, there was no allowance for doubtful accounts and all contributions receivable were
expected to be collected within one year.

Inventory - Inventory is stated at the lower of cost or market determined by the
first-in, first-out method.

Fixed Assets - UPA capitalizes fixed assets greater than $500. Fixed assets are
recorded at cost and depreciated using the straight-line method over the estimated useful
lives of seven years for furniture and equipment, and thirty-nine years for the
condominium unit. Land is determined to have an indefinite life, and therefore not
depreciated. For the year ended December 31, 2012, depreciation expense totaled
$26,442.

Valuation of Long-lived Assets - UPA accounts for the valuation of long-lived
assets under FASB ASC 360. FASB ASC 360 requires that long-lived assets and certain
identifiable intangible assets be reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of long-lived assets is measured by a comparison of the carrying amount
of the asset to future undiscounted net cash flows expected to be generated by the asset. If
such assets are considered to be impaired, the impairment to be recognized is measured
by the amount by which the carrying amount of the assets exceeds the estimated fair
value of the assets. Assets to be disposed of are reportable at the lower of carrying
amount or fair value, less cost to sell. There are no impaired assets at December 31, 2012.

Investments - Investments consists of publicly traded mutual funds, stocks, and
money market funds with readily determinable fair values and are reported at their fair
value based on quoted prices in active markets in the statement of financial position.
Unrealized gains and losses are included in the change in net assets.

Advertising - Advertising is expensed as incurred and is included as part of
printing and advertising on the statement of functional expenses. For the year ended
December 31, 2012, advertising expense totaled $6,029.



UNITED PALESTINIAN APPEAL, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

Concentration of Credit Risk

UPA maintains accounts at a number of financial institutions both in and outside
of the United States. The bank accounts in the United States are insured by the Federal
Deposit Insurance Corporation up to $250,000 per depositor at each bank. At December
31, 2012, the uninsured amount totaled $751,230. Account balances outside of the
United States totaled $3,661 at December 31, 2012. UPA does not believe that this
practice results in any significant credit risk.

Inventories
Inventories are comprised of the following as of December 31, 2012:

Blankets $ 267,300
Handicraft products

2,717

Total inventories $§ 270,017

Property and Equipment

At December 31, 2012, property and equipment consists of the following:

Depreciable:
Office condominium $ 254,522
Condo improvements 8,163
Furniture and equipment 88,161
Website 35,000

Non-depreciable:

Land 84,840
470,686
Less: Accumulated depreciation (167,583)

$ 303,103
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UNITED PALESTINIAN APPEAL, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

Investments

At December 31, 2012, investments consist of the following:

Money market $ 219
Stocks 105,636
Exchange-traded funds 5,671
Mutual funds 2,075,226
$ 2,186,752
For the year ended December 31, 2012, investment returns are as follows:
Net unrealized investment gain $ 141,925
Net realized investment gain 1,115
Dividend and interest income 70,305
213,345
Less: investment fees (16.261)
Net investment returns $ 197,084

Dividend and interest income is shown net of investment fees on the statement of
activities.

Fair Value Measurement
UPA follows FASB ASC 820 to disclose fair value measurements of assets and
liabilities. FASB ASC 820 requires that assets and liabilities carried at fair value be

classified and disclosed in one of the following three categories:

Level 1:  Quoted market prices in active markets for identical assets or
liabilities.

Level 2: Observable market based inputs or unobservable inputs that are
corroborated by market data.

Level 3: Unobservable inputs that are not corroborated by market data.



UNITED PALESTINIAN APPEAL, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

Fair Value Measurement (continued)

In determining the appropriate levels, UPA performs a detail analysis of the
assets and liabilities that are subject to FASB ASC 820. At each reporting period, all
assets measured using quoted market prices of identical assets or liabilities are classified
as Level 1, all assets and liabilities measured using observable inputs or unobservable
inputs corroborated by market data are classified as Level 2, and all assets and liabilities
for which the fair value measurement is based on significant unobservable inputs are

classified as Level 3. There were no changes in valuation techniques and related inputs
in 2012.

The following tables present the balances of assets measured at fair value on a
recurring basis by level within the hierarchy. There were no liabilities that are being
measured and reported on a fair value basis at December 31, 2012.

Mutual funds:
Large Cap
Mid Cap
Small Cap
International
Bonds

Total mutual funds
Money market fund
Domestic stocks

Exchange-traded funds

Total

Quoted Prices

in Active

Markets for
Identical Assets

Fair Value (Level 1)
$ 816,905 $ 816,905
239,823 239,823
39,359 39,359
165,369 165,369
813.770 813.770
2,075,226 2,075,226
219 219

105,636 105,636
5,671 5,671

$ 2.186.752 $ 2,186,752
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UNITED PALESTINIAN APPEAL, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

Donor Grants Payable

During the year ended December 31, 2012, UPA received funds from donors with
stipulations that they are to be distributed to organizations designated by the donors.
Otherwise the funds are to be returned. At December 31, 2012, undisbursed funds held
for donor-designated organizations totaled $7,545.

Temporarily Restricted Net Assets

At December 31, 2012, temporarily restricted net assets are available for the
following:

Education and scholarships $ 149,099
Community development 90,708
Health and welfare 711,260

$ 951,067

Contributed Materials

During 2012, UPA received gifts in kind in the form of pharmaceuticals and
blankets with an estimated fair market value of $2,445,637. The amount was recognized
as inventories on the balance sheet, in-kind contributions and expense in the statement of
activities, and in-kind grants in the statement of functional expenses.

Defined Contribution Postretirement Plan

UPA sponsors a safe-harbor 401(k) plan (the Plan) covering all employees over
the age of 21 and attained one year of service. UPA matches 100% of employee
contribution up to 3% of compensation, plus 50% of employee contribution that exceeds
3% of compensation but do not exceed 5% of compensation. For the year ended
December 31, 2012, matching contribution expense totaled $3,868. The amount is
included as part of employee benefits expense on the statement of functional expenses.

Contribution from Foundation

UPA is a beneficiary of a non-discretionary, irrevocable foundation registered in
the Principality of Liechtenstein whereby the net income of the foundation’s assets is
distributed annually and perpetually. Due to the future net income of the foundation’s
assets being indeterminable, proceeds from the foundation are recognized as
contributions when received. Additionally, no pledge receivable has been recorded.
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UNITED PALESTINIAN APPEAL, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

Related Party Transactions
A member of UPA’s Board of Directors is a partner of an accounting firm that
provides accounting services to UPA. During the year ended December 31, 2012, UPA
recorded $16,680 in accounting fees from the related-party transaction. The accounting
fees are included as part of accounting services on the statement of functional expenses.
An employee of UPA is also the son of a board member.

Subsequent Events

Management has evaluated subsequent events through February 26, 2013, the date
which the financial statements were available to be issued.





