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Board of Directors 
Institute for Middle East Understanding 
Santa Ana, California  

INDEPENDENT AUDITORS’ REPORT 

Report on Financial Statements 

We have audited the accompanying financial statements of Institute for Middle East Understanding (a nonprofit 
organization), 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 of 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 Institute for Middle East Understanding 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. 
 
 
Gruber and Lopez, Inc. 
 
Newport Beach, CA 
August 31, 2021 

           Gruber and lopez, Inc.



Cash and cash equivalents 1,516,400$    
Contributions receivable 119,013         
Deposits and other assets 20,000           
Certificate of deposit 100,000         
Property, furniture and equipment, net 4,181             

Total assets 1,759,594$    

Accounts payable  and accrued liabilities 32,195$         
Accrued vacation 63,929           

Total liabilities 96,124           

Net assets:
With donor restrictions - 
Without donor restrictions - undesignated 1,663,470      

Total net assets 1,663,470      

Total liabilities and net assets 1,759,594$    

Assets

Liabilities and Net Assets

INSTITUTE FOR MIDDLE EAST UNDERSTANDING 
Statement of Financial Position

December 31, 2020

See accompanying notes to finanancial statements.
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INSTITUTE FOR MIDDLE EAST UNDERSTANDING
Statement of Activities

Without Donor With Donor
Operating activities: Restrictions Restrictions Total
Revenues and other support:

Contributions 1,285,691$      -              1,285,691 
Contributions - forgiveness of debt 206,600           -              206,600 
Interest income 504 -              504              $            

Subtotal 1,492,795        -              1,492,795 

Net assets released from donor
restrictions - -              - 

Total revenues and other support 1,492,795        -              1,492,795 

Expenses:
Program services 1,451,924        -              1,451,924 

Supporting services:
General and administrative 72,525 -              72,525 
Fundraising 96,404 -              96,404 

Subtotal supporting services 168,928           -              168,928 

Total expenses 1,620,852        -              1,620,852 

Change in net assets from operations (128,057)          -              (128,057)     

Non-operating activities:
Investment income 6,747 -              6,747           

Total non-operating activities 6,747 -              6,747           

Change in net assets (121,310)          -              (121,310)     
Net assets at beginning of year, as restated 1,784,780        -              1,784,780 

Net assets at end of year 1,663,470$      -              1,663,470 

For The Year Ended December 31, 2020

See accompanying notes to financial statements.
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General and
Program Administrative Fundraising Subtotal Total

Salaries and related expenses:
Salaries 959,260$    53,292          53,292    106,584   1,065,844  
Employee benefits 76,336        4,241            4,241      8,482       84,818       
Payroll taxes 76,705        4,261            4,261      8,523       85,228       

Total salaries and related expenses 1,112,301   61,795          61,795    123,589   1,235,890  

Other expenses:
Professional services       117,019                     -               -              -   117,019     
Computer supplies and equipment         14,073                444          296           740 14,813       
Advertising-web design and hosting                   -                     -     16,786       16,786 16,786       
Printing and postage           1,440                360       7,199         7,559 8,999         
Rent -facilities         47,017             1,485          990         2,475 49,492       
Interest                   -                     -               -              -   -                 
Utilities and telephone           9,617             1,131          566         1,697 11,314       
Office supplies           6,794                971       1,941         2,912 9,706         
Accounting and audit         15,567             1,946       1,946         3,892 19,459       
License fees, bank fees and other fees         17,653             3,531       2,354         5,885 23,538       
Insurance           5,369                632          316           948 6,317         
Meetings, travel, and training         23,076                     -       1,215         1,215 24,291       
Venue and event related                   -                     -       1,000         1,000 1,000         
Bad debt expense         79,928                     -               - -           79,928       

Total other expenses 337,553      10,500          34,609    45,109     382,662     

Total expenses before depreciation 1,449,854   72,295          96,404    168,698   1,618,552  

Depreciation 2,070          230               -         230          2,300         

Total expenses 1,451,924$ 72,525          96,404    168,928   1,620,852  

Less expenses included in statement of
activities -$           -               -         -           -             

Total expenses per statement of
activities 1,451,924$ 72,525          96,404    168,928   1,620,852  

See accompanying notes to financial statements.
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INSTITUTE FOR MIDDLE EAST UNDERSTANDING
Statement of Functional Expenses

For The Year Ended December 31, 2020

Supporting Services



Cash flows from operating activities:
Change in net assets (121,310)$       
Adjustments to reconcile change in net assets to net cash  provided by
   (used for) operating activities:

Depreciation 2,300              
Bad debt 79,928            
Decrease (increase) in contributions receivable 277,732          
Decrease (increase) in deposits and other assets (20,000)           
(Decrease) increase in account payable (9,725)             
(Decrease) increase in accrued vacation 14,268                

Net cash provided by (used for) operating activities 223,193          

Cash flows from investing activities:
Acquisition of property, furniture and equipment -                  
Purchase of investments 92,677                                      

Net cash provided by (used for) investing activities 92,677            
     

Increase (decrease) in cash and cash equivalents 315,870          

Cash and cash equivalents at beginning of year, as restated 1,200,530       

Cash and cash equivalents at end of year 1,516,400$     

Supplemental disclosure of cash flow information:
Cash paid for interest expense -$                

There were no non-cash investing or financing activites for the year ended December 31, 2021

5

INSTITUTE FOR MIDDLE EAST UNDERSTANDING
Statement of Cash Flows

For The Year Ended December 31, 2020

See accompanying notes to financial statements.
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NOTE 1 - ORGANIZATION 
 
The significant accounting policies of the Institute for Middle East Understanding (the Institute) 
are presented to assist in the understanding of the Institute’s financial statements. The 
financial statements and notes are representations of the Institute’s management, who is 
responsible for the integrity and objectivity of the financial statements. These accounting 
policies conform to accounting principles generally accepted in the United States of America 
and have been consistently applied in the preparation of the financial statements. 
  
Nature of Operations 
 
Institute for Middle East Understanding is a 501(c)(3) nonprofit organization and was 
incorporated in the state of California in February of 2005. The Institute’s mission is to provide 
journalists with quick access to information about Palestine and the Palestinians, as well as 
expert sources both in the United States and in the Middle East; and to work, both through its 
website and its staff with journalists to increase the public's understanding about the socio-
economic, political and cultural aspects of Palestine, Palestinians and Palestinian Americans. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Basis of Presentation 
 
The Institute’s financial statements have been prepared on the accrual basis of accounting. 
Under this method of accounting, revenues are recognized when each performance obligation 
has been satisfied and expenses are recognized when incurred. 
 
Financial Statement Presentation 
 
In accordance with Financial Accounting Standards Board (FASB) Accounting Standards 
Update (ASU) 2016-14 Not for Profit Entities [Topic 958]- Presentation of Financial Statements 
of Not-For Profit Entities, Institute of Middle East Understanding is required to report 
information regarding its financial position and activities according to two classes of net 
assets:  
 
Net assets without donor restrictions: Net assets that are not subject to donor-imposed 
restrictions and may be expended for any purpose in performing the primary objectives of the 
organization. These net assets may be used at the discretion of Institute for Middle East 
Understanding's management and the board of directors. 
 
Net assets with donor restrictions: Net assets subject to stipulations imposed by donors, and 
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by 
actions of Institute for Middle East Understanding or by the passage of time. Other donor 
restrictions are perpetual in nature, where by the donor has stipulated the funds be maintained 
in perpetuity.  
 
Donor restricted contributions are reported as increases in net assets with donor restrictions. 
When a restriction expires, net assets are reclassified from net assets with donor restrictions 
to net assets without donor restrictions in the statements of activities.  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Cash and Cash Equivalents and Concentration of Risk 
 
 
The Institute considers all unrestricted short-term investments with an original maturity of three 
(3) months or less to be cash equivalents. Cash and cash equivalents consisted of deposits 
with financial institutions of $1,516,400 at December 31, 2020, which at times exceed amounts 
covered by the insurance provided by the Federal Deposit Insurance Corporation (FDIC). The 
Institute actively evaluates the credit worthiness of the institutions with which it invests.  

 
Certificate of Deposit 
 
As of December 31, 2020, the Institute owns a certificate of deposit in the amount of 
$100,000.  The 58 month certificate matures in April 2024 at a rate of interest of approximately 
2 percent per annum.  Because the term of the certificate is greater than three months, it is not 
included by the Company as a cash equivalent for purposes of the statement of cash flows. 

 
Property and Equipment 
 
Property and equipment are recorded at cost with depreciation provided using the straight-line 
method over the estimated useful lives of the assets which range from three to seven years. 
Total depreciation expense for the year ended December 31, 2020 was $2,300. Donations of 
long-lived assets are recorded as contributions at their estimated fair values. Such donations 
are reported as unrestricted contributions unless the donor has restricted the donated asset to 
a specific purpose in which case they are recorded as restricted contributions until such 
restriction expires. Repairs and maintenance to property, plant and equipment are expensed 
as incurred. When property, plant and equipment are retired or otherwise disposed of, the 
related costs and accumulated depreciation are eliminated from the accounts, and any gain or 
loss on such disposition is reflected in income. It is the Institute’s policy to capitalize property 
and equipment over $5,000. 
 
Contributed property and equipment are recorded at fair value at the date of donation. 
Contributions with donor-imposed stipulations regarding how long the contributed assets must 
be used are recorded as net assets with donor restrictions; otherwise, the contributions are 
recorded as net assets without donor restrictions.  
 
Property and equipment consisted of the following at December 31, 2020: 

 
 
 
 
 

 
 
 
 
 
 

Equipment $19,637 
 19,637 
Less: Accumulated depreciation   (15,456) 
Property and equipment, net $4,181 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Impairment of Long-Lived Assets 
 
The Institute evaluates long-lived assets for impairment whenever events or changes in 
circumstances indicate that the carrying value of an asset may not be recoverable. If the 
estimated future cash flows (undiscounted and without interest charges) from the use of an 
asset are less than the carrying value, a write-down would be recorded to reduce the related 
asset to its estimated fair value. 
 
Contribution Revenue and Support 
 
In accordance with ASC 958, contributions received are recorded as net assets without donor 
restrictions or net assets with donor restrictions, depending on the existence and/or nature of 
any donor-imposed restrictions. Contributions that are restricted by the donor are reported as 
an increase in net assets without donor restrictions if the restriction expires in the reporting 
period in which the contribution is recognized. All other donor restricted contributions are 
reported as an increase in net assets with donor restrictions, depending on the nature of 
restriction. When a restriction expires (that is, when a stipulated time restriction ends or 
purpose restriction is accomplished), net assets with donor restrictions are reclassified to net 
assets without donor restrictions and reported in the statements of activities as net assets 
released from restrictions. 
 
Conditional contributions are not included as support until the conditions are met.  

 
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. Discount amortization is included in contribution 
revenue. Conditional promises to give are not included as support until the conditions are met.  
 
As of December 31, 2020, Institute of Middle East Understanding's contributions receivable 
consisted of unconditional promises to give in the amount of $119,013 most of which were 
collected in the subsequent fiscal year.  

 
Income Tax Status 
 
The Institute is a tax-exempt organization under Internal Revenue Code Section 501(c)(3) and 
California Revenue and Taxation Code Section 23701(d) and files all federal and state 
information returns required by law. The Institute’s Forms 990, Return of Organization Exempt 
from Income Tax, for the years ending in years 2019, 2018, and 2017 are subject to 
examination by the IRS, generally for three years after they were filed. 
 
 
 
 



INSTITUTE FOR MIDDLE EAST UNDERSTANDING 
 NOTES TO FINANCIAL STATEMENTS 
 DECEMBER 31, 2020 
 
 
 
 

 
 

-9-

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Functional Expense Allocation 
 
Costs of providing Institute of Middle East Understanding’s programs and other activities have 
been presented in the statement of functional expenses. Accordingly, certain costs have been 
allocated between the program and supporting services benefited. Such allocations are 
determined by management on an equitable basis. 
 
The expenses that are allocated include the following: 
 
Expense     Method of Allocation  
 
Salaries, benefits, payroll taxes   Time and effort 
Rent – facilities     Square footage 
Utilities and telephone    Square footage 
Office  and computer supplies   Time and effort 
Accounting and audit    Time and effort 
Repairs and maintenance    Square footage 
Transportation and travel   Time and effort 
Insurance     Time and effort 
Meetings and Travel    Time and effort 
Printing and postage    Time and effort   
 License and fees    Time and effort 
Depreciation     Square footage 

 
 Accrued Vacation 

 
Employees of the Institute are entitled to paid vacation days. The Institute’s management 
estimated the amount of compensation for future absences to be $63,929 as of December 31, 
2020. 

 
Use of Estimates 
 
The preparation of financial statements requires the Institute to make estimates and 
assumptions that affect the reported amounts of assets and disclosures of contingent assets 
and liabilities, and the reported revenue and expenses. Actual results may differ from those 
estimates. 
 
Measure of Operations 
 
The statements of activities report all changes in net assets, including changes in net assets 
from operating and nonoperating activities. Operating activities consist of those items 
attributable to Institute of Middle East Understanding's ongoing program services and interest 
and deposits. Nonoperating activities are limited to resources that generate return from 
investments and other activities considered to be of a more unusual or nonrecurring nature. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Advertising Costs 
 
Advertising costs mainly consisted of website design and hosting which are expensed when 
incurred. Total advertising costs for the year ended December 31, 2020 was $16,786. 
 
Recent Accounting Pronouncement 
 
On August 18, 2016, FASB issued ASU 2018-08, Not-for-Profit Entities (Topic 958) – 
Contributions Received and Made The update clarifies and improves the scope and 
accounting guidance for contributions received and made.  The Institute has adopted ASU 
2018-08 in fiscal year December 31, 2019 and has adjusted the presentation of these 
statements accordingly in order to more consistently record revenue recognition from resource 
providers.  

 
NOTE 3 - NET ASSETS  
 

During the year ended December 31, 2020, $0 of net assets were released from donor 
restricted net assets. Total unrestricted net assets as of December 31, 2020 was $1,663,470 
and was classified as undesignated. Beginning net assets as of January 1, 2020 of 
$1,774,780 were restated to $1,784,780 as a result of a $10,000 understatement of cash and 
related contribution revenues. 
  

NOTE 4 - DONATED SERVICES AND SUPPLIES 
 

Donations of services are recognized in the financial statements if the services received: (1) 
create or enhance nonfinancial assets or require specialized skills; (2) are provided by 
individuals possessing those skills; and (3) would typically need to be purchased if not 
provided by donation. Other volunteer services that do not meet these criteria are not 
recognized in the financial statements as there is no objective basis for deriving their value. 
For the year ended December 31, 2020, the Institute did not receive any services or supplies 
that were required to be recognized.  
 

NOTE 5 - COMMITMENTS AND CONTINGENCIES 
 

Operating Leases – Institute of Middle East Understanding leases two office facilities under a 
non-cancelable operating lease. The Santa Ana, CA lease commenced in 2011 and expired 
on March 31, 2020 with total base monthly payments of approximately $1,200 month. The 
term is now month to month. The Brooklyn, NY lease commenced in 2011 and the term is 
month to month with total base monthly payments of approximately $2,600 month, however, 
this lease terminated in December 2020. Rent Expense associated with both facility leases 
(which included certain parking and utilities) for the year ended December 31, 2020 totaled 
$49,970. 
 
Other - The Institute is subject to legal proceedings, claims, and assessments which arise in 
the ordinary course of its business. In the opinion of management, the amount of ultimate 
liability with respect to these actions, should they occur, will not materially affect the Institute’s 
financial statements. 
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NOTE 6 - AVAILABILITY AND LIQUIDITY 

The following represents Institute of Middle East Understanding financial assets at  December 
31, 2020: 

Financial assets at year end: 

    Cash and cash equivalents $1,516,400 
    Contributions receivable 119,013 
    Certificate of deposit 100,000 
      Total financial assets 1,735,413 

Less amounts not available  
to be used within 1 year: 

    Net assets with donor restrictions  -    
    Less net assets with purpose  
    restrictions to be met within one year ( -  ) 

   Subtotal  -  

Financial assets available to meet 
general expenses over the next 
12 months:       $1,735,413 

The Institute’s goal is generally to maintain financial assets to meet 90 days of operating 
expenses (approximately $400,000).  As part of its liquidity plan, excess cash is invested in 
investments such as money market savings.  

NOTE 7 - SBA Loan – Payroll Protection Plan 

In March 2020, Congress passed the Paycheck Protection Program (PPP), authorizing loans 
to small businesses for use in paying employees that they continue to employ throughout the 
COVID-19 pandemic and for rent, utilities and interest on mortgages. Loans obtained through 
the PPP are eligible to be forgiven as long as the proceeds are used for qualifying purposes 
and certain other conditions are met. 

In May 2020, the Institute received a loan in the amount of $206,600 through the PPP.  To the 
extent it is not forgiven, Institute would be required to repay that portion at an interest rate of 
1% over a period of two years, beginning March 2021, with a final installment in May 2022.   

As of December 31, 2020, the Institute has spent $206,600 of the PPP loan on qualifying 
costs and has chosen to recognize the loan as forgiven, recognizing the forgiveness of debt as 
revenue in the accompanying statement of activities.  Final approval of the loan forgiveness 
was granted by the Small Business Administration subsequent to December 31, 2020. 
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NOTE 8 - EMPLOYEE PENSION PLAN 

The Institute of Middle East Understanding has a defined contribution 401(k) profit sharing 
plan covering all eligible employees who have met the eligibility requirement. The Institute may 
make discretionary contributions to the plan at its option. Employees may contribute up to 
$19,500 of gross earnings for the calendar year 2020, and their contributions are 100% 
vested. For calendar year 2020, $6,500 is allowed as catch-up contribution for employees with 
ages of 50 and older. There were no discretionary contributions made by the Institute for fiscal 
year ended December 31, 2020. 

NOTE 9 - INVESTMENTS AND FAIR VALUE MEASUREMENTS 

Fair Value Measurements 

The Institute follows guidance issued by the ASC 820 Fair Value Measurements, which 
establishes a framework for measuring fair value, clarifies the definition of fair value within that 
framework, and expands disclosures about the use of fair value measurements. This guidance 
applies whenever fair value is the applicable measurement. This guidance establishes a fair 
value hierarchy which prioritizes the inputs to valuation techniques used to measure fair 
values into Levels 1, 2, and 3. Level 1 inputs consist of unadjusted quoted prices in active 
markets for identical instruments and have the highest priority. Level 2 inputs include quoted 
prices for similar instruments in active markets, quoted prices for identical or similar 
instruments in markets that are not active, or inputs other than quoted prices that are directly 
or indirectly observable. Level 3 inputs are unobservable and are given the lowest priority. 

The Institute did not have any investments as of December 31, 2020. The Institute’s other 
financial instruments, including cash and cash equivalents, contributions receivable, and 
accounts payable and other accrued expenses are carried at cost, which approximates fair 
value because of the short-term nature of these instruments. 

NOTE 9 - SUBSEQUENT EVENTS 

In February 2021, the Organization applied and was granted a 2nd Paycheck Protection 
Program (PPP) loan from the Small Business Association (SBA) in the amount of $206,600. 
The loan has a rate of 1.0% and is due on February 2023 unless forgiven. In order to be 
forgiven, the Organization must meet certain criteria as stipulated in the loan agreement. 

The Organization’s operations may be affected by the recent and ongoing outbreak of COVID-
19, which was declared a pandemic by the World Health Organization in March 2020. The 
ultimate disruption which may be caused by the outbreak is uncertain; however, possible 
effects may include, but are not limited to, a reduction in contributions which could have an 
impact on their operating results. There is uncertainty as to the severity and longevity of the 
outbreak and management is in the process of evaluating the impact on the organization and 
its financial statements. However, management believes the pandemic will not have a material 
effect on its operations due to certain operational changes made by the Institute in response to 
the global pandemic and receipt of the PPP funding described above. Hence, no 
corresponding adjustment has been made to these financial statements. 
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NOTE 9 - SUBSEQUENT EVENTS (continued) 

 
Management has evaluated subsequent events through August 31, 2021 the date the financial 
statements were available to be issued. 
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